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Allied  Stores  Corporation 

85  ELLISON  STREET 
PATERSON,  NEW  JERSEY 

April  30,  1941 


To  the  StocI{holders : 

In  the  following  paragraphs,  the  operating  results  of  Allied  Stores 
Corporation  and  subsidiary  companies  for  the  fiscal  year  ended 
January  31,  1941,  (hereinafter  referred  to  as  the  year  1940)  and 
the  financial  condition  at  the  close  of  the  period  are  briefly  summar' 
i2;ed.  Consohdated  statements  of  profit  and  loss,  earned  surplus 
and  capital  surplus  for  the  year,  and  a  consolidated  balance  sheet, 
with  supporting  schedule  of  funded  debt,  at  the  close  of  the  year, 
certified  by  Ernst  &  Ernst,  the  Company’s  pubUc  accountants,  are 
included  as  part  of  this  report.  Certain  aspects  of  the  Company 
and  its  problems  are  briefly  outlined  and  discussed  herein  under 
captions  of: 

1 .  General  Aspects  of  the  Company  and  its  Operations. 

2.  Acquisition  of  B.  Gertz,  Inc.,  February,  1941. 

3.  Trends  and  Practices  in  Regard  to  Consumer  Credit. 

4.  Reduction  in  Carrying  Value  of  Certain  Property. 

?.  The  Company’s  Preferred  Stock — Dividend  Record. 

6.  The  Company’s  Common  Stock — Use  of  Profits. 

7.  Relations  of  the  Retailer  to  the  National  Defense  Program. , 

Retail  Sales 


In  Terms  of  Value: 

DoUar  sales  volume  was  the  highest  in  the  history  of  the  Company 
and  compares  with  the  years  immediately  preceding,  as  follows: 

% 

Value  Increase 

1940  $121,270,682  8.2 

1939  112,122,354  8.6 

1938  103,243,425  —  4.0 

1937  107,556,225  4.1 

1936  103,343,588  — 
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In  Terms  of  Sales  Transactions: 

The  number  of  items  of  merchandise  sold  based  on  the  number  of 
sales  transactions  was  also  the  highest  in  the  history  of  the  Company. 
The  percentage  increase  in  the  number  of  sales  transactions  was  not 
as  large  as  the  percentage  increase  in  dollar  sales  due  (a)  to  an  in¬ 
crease  in  retail  price  levels  of  approximately  2%,  (b)  to  consumers 
desiring  and  being  able  to  purchase  merchandise  of  a  slightly  higher 
quality,  and  (c)  to  a  somewhat  greater  increase  in  business  in  lines 
of  merchandise  of  relatively  higher  unit  price  than  in  lines  of  lower 
unit  price.  The  following  shows  a  comparison  of  the  number  of 
sales  transactions  for  each  of  the  past  five  years: 


Sales  % 

Transactions  Increase 

1940  72,200,000  3.9 

1939  69,500,000  5.9 

1938  65,600,000  1.4 

1937  64,700,000  2.7 

1936  63,000,000  — 


Profits 

Profit  Before  Federal  Taxes  in  Income: 

Profit  before  federal  taxes  on  income  was  also  the  largest  in  the 
history  of  the  Company  and  $1,197,544  or  29%  above  the  preced¬ 
ing  year.  A  comparison  for  each  of  the  past  five  years  follows: 
1940  $3,353,129 

1939  4,155,585 

1938  2,758,720 

1937  3,673,206 

1936  4,033,448 

Consolidated  7{et  Profit: 

Consolidated  net  profit  after  provision  for  all  taxes  on  income, 
$3,998,129,  was  the  largest  since  1929.  In  that  year  profit  before 
federal  taxes  on  income,  on  a  sales  volume  of  $112,323,306,  was 
$4,235,061  and  consolidated  net  profit  was  $4,090,061.  Using  1929 
operations  as  a  base,  1940  operations  may  be  expressed,  percentage- 
wise,  as:  j940 

of  1929 

Sales  .  108 

Profit  before  federal  taxes  on  income  126 

Provision  for  such  taxes .  934 

Consolidated  net  profit  .  98 
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The  Company’s  record  of  consolidated  net  profit  after  provision  for 
all  taxes  on  income  for  each  of  the  last  five  years  follows: 


1940  $3,998,129 

1939  3,435,585 

1938  2,233,720 

1937  2,904,206 

1936  3,406,448 


Profit  per  Share: 

In  the  following  tabulation  consolidated  net  profit  is  expressed  in 
terms  of  profit  per  share  of  5  %  Preferred  Stock  and,  after  deducting 
dividends  paid  on  such  preferred  stock,  of  profit  per  share  of  com' 
mon  stock,  for  each  of  the  last  five  years: 


1940 

1939 

1938 

1937 

1936 


Profit  per 
Share  of 
Preferred 
Stack 


Profit 

per  Share  of 
Common  Stock 


$17.57 

15.01 

9,63 

12.50 

14.49 


$1.57 

1.26 

.59 

.96 

1.32 


Profit  Trends  by  Quarters: 

A  five-year  comparison  of  profits,  by  quarters,  follows: 


Profit  Before  Federal 

Taxes  on  Income: 

1936 

1937 

1938 

1939 

1940 

First  quarter _ $ 

482,739 

$  770,203 

$  365,447 

$  392,478 

$  462,211 

Second  quarter 

314,377 

160,017 

610,334* 

103,814* 

235,856 

Third  quarter...  1 

,330,850 

1,166,059 

992,552 

1,319,051 

1,513,756 

Fourth  quarter  1 

,905,482 

1,576,927 

2,011,055 

2,547,870 

3,141,306 

Total  Year  4 

,033,448 

3,673,206 

2,758,720 

4,155,585 

5,353,129 

Federal  taxes 

on  income 

627,000 

769,000 

525,000 

720,000 

1,355,000 

Consolidated 

net  profit  .  $3,406,448 

$2,904,206 

$2,233,720  $3,435,585 

$3,998,129 
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Wor\in^  Capital 


The  ratio  of  current  assets  at  the  close  of  the  year,  $39,703,391,  to 
current  habihties,  $11,007,864,  was  3.6  to  1  which  compares  with 
3.7  to  1  at  the  beginning  of  the  year.  Net  current  assets — current 
assets  minus  current  liabiHties — increased  $1,377,828  during  the 
year.  Net  current  assets  at  the  close  of  each  of  the  last  five  years 
and  the  percent  of  such  net  current  assets  to  sales  volume  for  the 
year,  follows: 


Net  Current  %  to  Sales 

Assets  for  Year 

1940  $28,695,527  23.7 

1939  27,317,699  24.4 

1938  27,845,922  27.0 

1937  28,279,130  26.3  - 

1936  26,783,812  25.9 


Cash  and  Ban\  Loans: 

Cash,  $2,616,077,  was  $451,941  greater  than  at  the  beginning  of  the 
year.  This  was  accounted  for  in  part  by  an  increase  of  $100,000 
in  notes  payable  to  banks  for  current  borrowings,  increasing  the 
amount  of  such  notes  from  $800,000  at  the  beginning  of  the  year 
to  $900,000  at  the  close. 

Accounts  Receivable: 

Accounts  receivable  (net)  at  the  close  of  the  year  were  $18,687,335, 
or  $812,995  more  than  at  the  beginning  of  the  year.  The  Company 
made  arrangements  during  the  year  to  sell  from  time  to  time  a  part 
of  its  deferred  payment  accounts  and  notes  receivable  oti  a  ron- 
recourse  basis  to  a  bank.  Had  such  sales  not  been  made,  the  increase 
in  the  investment  in  accounts  receivable  would  have  been 
$2,116,739,  or  11.8%. 

The  amount  of  the  reserve  for  doubtful  accounts  at  the  close  of  the 
year  was  established,  as  in  preceding  years,  by  an  age  analysis  of 
each  individual  account.  All  balances  over  six  months  past  due  on 
current  accounts  and  all  instalments  over  one  month  past  due  on 
deferred  payment  accounts  are  100%  reserved.  Based  on  age  anah 
yses  of  the  individual  accounts  and  on  past  experience,  all  other 
balances  are  believed  to  be  adequately  reserved. 

The  general  subject  of  Trends  and  Practices  in  Regard  to  Consumer 
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Credit  is  discussed  in  a  special  section  of  this  report  with  emphasis 
on  their  relations  to  the  financial  operations  of  the  Company. 

Inventories  and  Commitments: 

Merchandise  inventories  at  the  close  of  the  year,  valued  at 
$18,399,979,  were  $1,009,246  or  5.8%  greater  than  at  the  begin¬ 
ning  of  the  year.  Outstanding  orders  covering  merchandise  pur¬ 
chased  but  not  received  at  the  close  of  the  year  amounted  to  approx¬ 
imately  five  million  dollars  and  were  nine  percent  greater  than  at 
the  beginning  of  the  year.  At  the  close  of  the  year  78.5%  of  all 
inventories  in  the  stores  was  less  than  six  months  old  and  91.7% 
less  than  one  year  old.  These  percentages  compare  with  80.0%  and 
92.7%,  respectively,  at  the  beginning  of  the  year  and  with  77.6% 
and  90.3%  at  January  31,  1939. 

Purchasing  for  the  National  Defense  Program  has  had  its  effects  in 
general  merchandise  markets  and  has  made  necessary  many  changes 
in  established  buying  procedures.  It  is  impossible  to  generalize  in 
regard  to  this  problem  or  its  solution  due  to  the  great  variation  of 
causes  and  effects  between  the  various  fines  of  merchandise.  The 
Company  is  endeavoring  to  take  whatever  steps  seem  proper  and 
advisable  to  assure  a  continuity  of  supply  of  wanted  items  of  mer¬ 
chandise  but,  as  a  matter  of  policy,  is  not  making  any  attempt  to 
speculate  in  anticipation  of  increase  in  prices. 

Current  Liabilities: 

Current  liabilities,  $11,007,864,  were  $896,354  greater  than  at  the 
begifining  of  the  year.  The  increase  of  $635,000  in  provision  for 
federal  taxes  on  income  accounts  for  a  substantial  part  of  this  in¬ 
crease.  The  balance  is  made  up  of  the  increase  in  current  bank 
loans  qf  $100,000  and  an  increase  in  accrued  but  unpaid  expenses. 

Fixed  Assets 

The  Company’s  investment  in  land,  buildings,  equipment,  and  fix¬ 
tures  at  the  close  of  the  year,  $33,259,760,  was  $794,998  less  than 
at  the  beginning  of  the  year.  This  decrease  was  made  up  of  a 
reduction  in  the  carrying  value  of  certain  property  and  of  provision 
for  depreciation  for  the  year,  offset,  in  part,  by  additions  and  im- 
povements  to  buildings,  equipment,  and  fixtures. 
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Reduction  in  Carrying  Value  of  Certain  Property: 

There  was  a  reduction  in  the  carrying  value  of  property  of  $981,958 
due  to  an  intercompany  transaction  whereby  one  wholly  owned 
subsidiary  sold  a  property  to  another  wholly  owned  subsidiary  at 
its  current  value,  based  on  independent  appraisals.  This  subject 
is  discussed  in  detail  in  a  special  section  of  this  report. 

Provision  for  Depreciation: 

Operating  expenses  for  the  year  were  charged  with  a  provision  for 
depreciation  of  $1,290,135  computed  on  a  basis  of  rates  established 
by  an  agent  of  the  Bureau  of  Internal  Revenue,  Treasury  Depart' 
ment  of  the  Federal  Government.  Certain  rates  were  lower  than 
those  used  by  the  Company  in  previous  years.  Rates  formerly  used 
by  the  Company  would  have  resulted  in  a  provision  for  the  year 
$111,000  greater  than  the  provision  made.  Assets  originally  val' 
ued  at  $883,210  became  fully  depreciated  during  the  year.  This 
amount  has  been  removed  from  both  the  asset  and  depreciation 
reserve  accounts. 

Maintenance  and  Repairs: 

The  Company  continued  its  policy  throughout  the  year  of  maim 
taining  its  buildings,  equipment,  and  fixtures  in  good  physical  con' 
dition.  The  amount  charged  to  operating  expense  for  maintenance 
and  repairs  was  $728,798.  Combining  the  provision  for  deprc' 
ciation  with  the  direct  expense  charges  for  maintenance  and 
repairs,  operations  for  the  year  were  charged  with  over  two  million 
dollars  for  depreciation  and  maintenance  of  buildings,  equipment, 
and  fixtures. 

Additions  and  Improvements: 

Additions  and  improvements  to  buildings,  equipment,  and  fixtures, 
$1,453,587,  exceeded  provision  for  depreciation  for  the  year, 
$1,290,135,  by  $163,452.  As  in  previous  years,  certain  stores  were 
air  conditioned  and  others  were  modernized  or  expanded.  All  stores 
participated  in  varying  degree  in  this  activity.  Stores  participating 
in  this  modernization  program  to  a  more  than  normal  extent  include: 
Jordan  Marsh  Company,  Boston,  Massachusetts;  Joske  Bros.  Go., 
San  Antonio,  Texas;  The  RoUman  &  Sons  Company,  Cincinnati, 
Ohio;  Geo.  B.  Peck,  Inc.,  Kansas  City,  Missouri;  Maas  Brothers, 
Inc.,  Tampa,  Florida;  and  The  Meyer’s  Company,  Greensboro, 
North  Carolina. 
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Lon^'Term  or  Funded  Debt 


Parent  Company: 

There  were  outstanding  at  the  beginning  of  the  year  $1,543,375 
Fifteen'Year  41/2%  Debenture  Bonds,  due  April  1,  1950,  and 
$4,519,000  41/2%  Debentures  due  1951.  The  Company  re-acquired 
during  the  year  $1,461,000  of  the  former  and  $171,000  of  the  latter, 
leaving  outstanding  at  the  close  of  the  year  $82,375  of  the  1950s 
and  $4,348,000  of  the  1951s.  Sinking  fund  obligations  on  these 
debenture  issues  were  met  in  full  in  the  past  year  and  the  Company 
owns  or  has  redeemed  sufScient  bonds  to  meet  such  requirements 
in  the  current  year. 

In  order  to  reduce  interest  costs  and  annual  cash  requirements 
for  debt  amortization  and  maturites,  a  six^year  bank  loan  for 
$1,500,000,  maturing  in  equal  annual  instalments  and  bearing  an 
average  interest  rate  of  1.70%,  was  obtained.  The  proceeds  of  this 
loan  were  used  (a)  to  re^acquire  a  part  of  the  Fifteen-Year  41/2% 
Debenture  Bonds,  due  April  1,  1950,  mentioned  in  the  foregoing 
paragraph,  which  bonds  the  Company  will  require  in  order  to  meet 
sinking  fund  obh'gations  due  within  the  next  year  or  two  and  (b)  to 
prepay  certain  funded  debt  and  long-term  obhgations  of  subsidiaries 
bearing  relatively  high  interest  rates  and  maturing  at  various  dates 
up  to  1944. 

The  six-year  bank  loan,  plus  debentures  outstanding,  resulted  in  a 
total  of  direct  obh'gations  of  the  parent  company  at  the  close  of  the 
year  of  $5,930,375.  One  annual  instalment  of  $250,000  on  the 
bank  loan  will  be  payable  within  the  current  year  and  has  been 
shown  on  the  consohdated  balance  sheet  as  a  current  habihty,  leaving 
a  total  funded  debt  and  long-term  obhgations  of  the  parent  company 
at  the  close  of  the  year  of  $5,680,375. 

The  parent  company  is  obhgated,  as  guarantor  for  a  profitable  sub¬ 
sidiary,  on  mortgage  amortization  payments  of  $240,000  and  on 
interest  payments  approximating  $170,000,  payable  over  the  next 
six  years.  All  other  long-term  or  funded  debt  of  subsidiaries  repre¬ 
sents  obhgations  of  the  respective  subsidiary  companies  only. 
Subsidiary  Companies: 

Bonds,  mortgages,  and  notes  of  subsidiary  companies  outstanding  at 
the  beginning  of  the  year  totaled  $15,662,919.  Amortization  pay¬ 
ments  for  the  year  totaled  $595,768.  As  part  of  the  plan  to  reduce 
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interest  charges  and  annual  amortisation  requirements,  as  mentioned 
above,  subsidiary  funded  debt  or  long'term  obligations  totaling 
$660,500  were  paid  in  advance  of  maturity.  Bonds,  mortgages,  and 
notes  of  subsidiary  companies  at  the  close  of  the  year  totaled 
$14,406,651.  Of  this  amount  $647,113  is  payable  within  the  cur- 
rent  year  and  is  shown  as  a  current  h’ability,  leaving  as  funded  debt 
and  long-term  obh'gations  of  subsidiaries  at  the  close  of  the  year 
$13,759,538. 

Conclusion 

While  the  year  1940  was  one  of  general  strife  and  turmoil  through¬ 
out  the  world  and  was  filled  with  happenings  and  changes  of  great 
social,  political,  and  long-term  economic  significance,  the  eventual 
effects  of  which  cannot  be  visualised  at  this  time,  it  was  a  year  of 
constantly  increasing  industrial  and  business  activity,  and  therefore 
a  favorable  year  for  retailing.  Your  Company  took  advantage  of 
these  opportunities,  as  is  shown  by  its  record  of  sales  and  profits. 

Your  management  was  pleased  with  the  continued  personal  devel¬ 
opment  of  the  executive  personnel  of  the  Company  and  the  resultant 
further  clarification  of  policy,  improvement  in  technique,  and  in¬ 
creased  enthusiasm  and  organisation  spirit.  The  sixty  stores  owned 
and  operated  by  the  Company  were  better  stores  and  the  fourteen 
thousand  two  hundred  regular  members  of  the  Allied  organisation 
constituted  a  better  organisation  at  the  close  of  the  year  than  at 
its  begininng. 

Conditions  of  late  1940  continue  into  1941,  intensified  in  character 
and  accelerated  in  pace.  The  future  is  of  course  quite  unpredictable. 
No  one  can  do  more  than  guess  even  as  to  the  immediate  future,  its 
problems  and  opportunities.  Your  management  is  confident,  how¬ 
ever,  that,  due  to  the  intense  program  of  education  and  executive 
development  that  has  been  followed  for  the  past  several  years,  your 
Company  is  in  a  position  to  meet  problems  and  difficulties  or  to  take 
advantage  of  opportunities,  as  the  case  may  be,  with  relatively  satis¬ 
factory  results. 

Respectfully  submitted, 
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GENERAL  ASPECTS  OF  THE  COl^vIPANY 
AND  ITS  OPERATIONS 

The  purpose  of  the  Company,  its  scope,  principles  of  operation  and  organi¬ 
zation,  and  its  past  history  and  future  possibilities  have  been  discussed  in 
previous  reports  to  stockholders.  The  following  brief  summarization  of  these 
discussions  is  included  herein  so  that  this  report  may  be  reasonably  com¬ 
prehensive  and  self-contained. 

Purpose  of  Company 

Allied  Stores  Corporation  is  primarily  a  holding  company  with  its  capital 
invested,  on  a  permanent  investment  basis,  in  the  direct  ownership  of  a 
department  store,  complete  ownership  of  capital  stocks  of  corporations  own¬ 
ing  department  stores  and  of  realty  companies  owning  land  and  buildings 
occupied  by  such  stores.  One  store.  The  Bon  Marche,  Seattle,  Washington, 
is  owned  and  operated  as  a  branch  of  Allied  Stores  Corporation  while  other 
stores  are  operated  by  wholly  owned  subsidiaries.  Allied  Stores  Corporation, 
largely  through  a  separately  organized  and  wholly  owned  subsidiary.  Allied 
Purchasing  Corporation,  also  maintains  a  comprehensive  organization  to 
perform  service,  advisory,  and  administrative  supervisory  functions  in  re¬ 
lation  to  the  stores. 

A  highly  specialized  staff  is  maintained  in  the  central  organization,  covering 
such  fields  as  taxes,  insurance,  accounting  systems  and  methods,  consumer 
credits,  statistical  analysis  and  forecasting,  supply  purchasing,  plant  mainten¬ 
ance  and  improvement,  store  planning,  display,  and  sales  promotion.  A  well 
staffed  buying  office  is  maintained  in  New  York  City  and  Chicago,  covering 
these  merchandise  markets  daily  for  the  stores.  The  California  markets  and 
principal  foreign  markets  are  covered  by  the  Allied  Purchasing  Corporation 
through  the  services  of  outside  buying  offices  located  in  these  markets.  These 
latter  services  are  obtained  on  a  fee  basis. 

Scope  of  Company 

The  Company  owns  and  operates  directly  or  through  subsidiary  companies 
sixty  department  stores  or  smaller  stores  that  might  be  described  as  junior 
department  stores,  located  from  coast  to  coast  in  twenty-two  different  states. 
In  most  cities  in  which  the  Company  operates  department  stores  its  unit 
ranks  as  either  the  first  or  second  retail  institution  of  the  respective  city  from 
the  standpoint  either  of  character  of  institution,  annual  sales  volume,  or  both. 
The  twenty-two  units  owned  through  C.  C.  Anderson  Stores  Company  and 
the  six  units  owned  through  A.  E.  Troutman  Company,  both  wholly  owned 
subsidiaries,  might  be  classified  as  junior  department  stores. 

Each  store  unit  of  Allied  Stores  Corporation  (with  the  minor  exception  of  a 
few  of  the  C.  C-  Anderson  Stores  Company  smaller  units)  was  an  existing 
and  well  established  retail  institution  at  the  time  of  acquisition  and  had  been 
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serving  its  community  for  several  decades  and,  in  certain  instances,  for 
approximately  a  century.  Ninety  percent  of  Allied’s  sales  volume  is  obtained 
in  units  which  were  well-established  in  their  respective  communities  in  the 
Nineteenth  Century. 

Principal  lines  of  merchandise  carried  in  these  stores  are  women’s,  men’s, 
and  children’s  clothing  and  accessories  and  home  needs.  Most  of  the  larger 
stores  operate  basement  divisions  appealing  to  the  lower  income  groups  of 
consumers.  In  general,  stores  endeavor  to  satisfy  most  of  the  general  mer¬ 
chandise  needs  of  consumers  from  the  lower  income  working  classes  up  to 
and  including  those  of  the  families  of  the  professional  man,  the  smaller 
businessman  and  executive. 

The  Company  regularly  employs  fourteen  thousand  two  hundred  people. 
An  additional  sixty-three  hundred  people  are  employed  in  handling  business 
in  peak  periods,  such  as  the  Christmas  Season.  Eight  hundred  ninety-four 
thousand  four  hundred  charge  customers  purchase  in  excess  of  fifty  million 
dollars  annually  from  the  Company’s  stores  on  a  regular  charge  account  basis, 
while  two  hundred  and  twenty-five  thousand  customers  have  deferred  pay¬ 
ment  accounts.  It  is  estimated  that  on  an  average  one  home  in  every  twelve 
in  the  United  States  represents  a  customer  of  Allied  Stores  Corporation  or 
its  subsidiaries. 

Principles  of  Operation 

In  general,  the  merchandise  and  promotional  appeal  of  stores  controlled  by 
Allied  Stores  Corporation  is  the  same  as  before  they  were  acquired.  Effort 
is  directed  to  intensifying  and  increasing  the  effectiveness  of  each  individual 
store  in  accordance  with  its  established  character  rather  than  to  changing  this 
appeal  and  character  in  order  to  standardize  as  between  stores.  The  impor¬ 
tance  of  treating  each  store  as  a  separate  and  distinct  unit  with  characteristics 
and  problems  peculiar  to  itself  is  stressed  in  the  management  and  operations 
of  the  Company. 

Allied  Stores  Corporation  endeavors  to  maintain  and  improve  customer  ac¬ 
ceptance  and  profit  possibilities  of  the  individual  stores  by  making  sure  of 
the  existence  and  effectiveness  of  capable  and  adequate  management  and  by 
bringing  to  each  unit  the  advantages  of  financial  strength  and  the  best  of  the 
most  modern  merchandising,  promotional,  and  operating  methods. 

The  executive  personnel  of  an  individual  store  owned  by  Allied  Stores  Cor¬ 
poration  is  very  similar  as  to  number,  caliber,  and  function  to  that  of  inde¬ 
pendently  owned  and  operated  department  stores  of  like  size  and  character. 
The  form  of  organization  is  usually  changed  but  little,  if  any,  when  an  in- 
depently  owned  and  operated  store  is  acquired  by  Allied  Stores  Corporation- 
Activities  of  the  central  organization  are  directed  toward  making  the  efforts 
of  the  individual  store  executives  more  effective  rather  than  to  minimizing 
the  need  for  them. 
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The  officers  of  Allied  Stores  Corporation  work  with  the  executives  of  the 
stores  in  the  formulation  of  what  appear  to  be  the  soundest  policies,  plans, 
and  programs  in  regard  to  customer  appeal,  merchandise  assortments,  plant 
and  equipment,  personnel,  etc.  In  formulating  such  policies,  plans,  and 
programs,  the  characteristics  of  that  store  as  reflected  by  its  history  and  the 
needs  of  its  community  receive  primary  consideration.  The  execution  of 
such  policies,  plans,  and  programs  is  the  responsibility  of  the  chief  operating 
executives  of  that  particular  store,  subject  to  such  check  by  officers  of  Allied 
Stores  Corporation  as  is  necessary  to  assure  their  continuance  and  effect' 
iveness. 


Brief  History 

Allied  Stores  Corporation  was  organized  as  Hahn  Department  Stores,  Inc. 
(name  changed  in  1935)  only  a  few  months  before  the  beginning  of  the 
severe  depression  which  started  in  the  autumn  of  1929.  The  central  office 
executive  organization  was  as  yet  unproven  and  methods  of  administration 
and  operation  were  only  in  the  process  of  development  when  the  depression 
began.  It  was  most  unfortunate  that  a  new  organization  had  to  cope  with 
the  problems  of  a  major  depression. 

Simultaneously  with  the  acquisition  of  original  store  subsidiaries  new  long¬ 
term  leases  were  made  covering  many  of  the  premises  occupied  by  these 
subsidiaries.  The  leases  were  written  at  the  all-time  peak  prices  prevailing 
in  the  late  twenties.  The  rental  provided  for  under  many  of  these  new  leases 
not  only  anticipated  the  continuance  of  then  existing  sales  volume  but  a 
continuance  of  the  trend  of  growth. 

As  a  result  of  the  organization  and  real  estate  problems,  mentioned  above, 
the  effects  of  the  depression  on  the  Company  were  magnified.  Much  prog¬ 
ress  has  been  made  in  obtaining  permanent  relief  from  many  burdensome 
leaseholds,  in  strengthening  the  executive  organization  in  the  stores  and  the 
central  office,  and  in  the  development  of  a  proper  technique  of  administra¬ 
tion  and  operation.  The  Company  has  been  on  a  profitable  basis  since  1934. 
Its  progress  from  the  depth  of  the  depression  compares  very  favorably  with 
that  of  other  department  store  companies- 

Frequently  Allied  Stores  Corporation  is  presented  with  opportunities  to 
acquire  additional  retail  units.  The  board  of  directors  of  the  Company  has 
considered  the  most  favorable  of  these  proposals.  Of  the  approximately 
$121,000,000  sales  volume  of  the  Company  for  the  year  ended  January  31. 
1941,  approximately  $21,000,000  can  be  attributed  to  stores  acquired  since 
1934-  The  purchase  price  of  stores  acquired  was  paid  partly  in  cash  and 
partly  in  the  common  and  preferred  stocks  of  Allied  Stores  Corporation. 
The  profit  record  of  these  stores  acquired  compares  favorably  with  that  of 
stores  owned  since  the  inception  of  the  Company. 
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Organization  of  Board  of  Directors 

The  board  of  directors  of  Allied  Stores  Corporation  holds  regular  monthly 
meetings.  In  addition  to  electing  officers  of  the  corporation  the  board  of 
directors  appoints  an  executive  committee  of  ten  of  its  members  which, 
according  to  the  by-laws  of  the  Company,  has  practically  all  of  the  authority 
of  the  board  of  directors  when  the  board  is  not  in  session.  This  executive 
committee  includes  the  six  chief  executives  of  the  Company  who  are  members 
of  the  board  of  directors  and  four  of  the  non-operating  members  of  the 
board.  This  committee  holds  regular  monthly  meetings. 

The  board  of  directors  also  has  appointed  the  four  non-operating  members 
of  the  executive  committee  as  an  advisory  committee: 

1.  To  study  currently  the  operating  and  financial  reports  of  the  Com¬ 
pany  and  to  revie'  periodically  the  policies,  procedures,  organiza¬ 
tion  form  and  executive  personnel  of  the  Company,  and  to  advise 
with  the  officers  of  the  Company  in  regard  thereto;  and 

2.  To  study  proposed  actions  in  connection  with  corporate,  financial, 
real  estate  and  acquisition  problems  and  to  make  recommendations 
to  the  board  of  directors  in  regard  thereto. 

In  addition  to  attending  a  monthly  meeting  of  the  executive  committee  and 
board  of  directors  as  members  of  those  groups,  the  members  of  the  ad¬ 
visory  committee  also  hold  one  advisory  committee  meeting  monthly. 
Special  meetings  of  the  advisory  committee  are  called  by  the  president  of 
the  Company  when  any  special  problem  arises  upon  which  he  desires  advice 
or  counsel. 

Opportunities 

The  Company’s  activities  form  a  part  of  one  of  the  most  fundamental  of 
all  industries,  that  of  distributing  needed  and  wanted  merchandise  to  the 
consumer.  Laboratory  discoveries  or  inventions  of  others,  technological  im¬ 
provements,  mass  changes  in  customs  or  habits,  and  the  dictates  of  fashion 
contain  no  hazards  but  rather  offer  opportunities  to  the  alert  retailer. 

While  distribution  to  consumers  is  a  fundamental  industry,  it  is  also  a 
most  highly  competitive  one.  Identical  or  similar  merchandise  is  generally 
available  to  competitors  at  approximately  the  same  cost  price.  Usually,  cost 
prices  are  established  by  the  manufacturer  and  retail  prices  by  competitors. 
Many  elements  of  operating  expense  are  of  a  fixed  or  inflexible  nature  and 
are  constantly  becoming  more  so.  There  are  no  effective  patents,  trade¬ 
marks,  or  copyrights  that  assure  profits  or  cushion  losses  for  the  retailer. 
Buying  and  selling  are  each  done  in  open  competitive  markets  which  means 
on  a  basis  at  which  the  inefficient  fail.  Possibilities  for  consistent  growth 
and  profits  lie  in  the  degree  of  excellency  of  the  operation. 
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Competition  for  consumer  patronage  and  favor  not  only  exists  between  re' 
tailers  of  a  given  type  but  even  more  intensely  between  types  of  retail¬ 
ing.  In  this  highly  competitive  field  lies  the  Company’s  greatest  oppor¬ 
tunity  for  growth  and  profit.  Each  of  these  various  types  of  retailing  has 
its  advantages  and  disadvantages.  Company  executives  do  not  recognize  the 
Company  as  necessarily  representing  any  particular  type  of  retailing  but 
endeavor  to  secure  for  the  Company  the  respective  advantages  of  the  various 
types.  While  the  stores  were  traditionally  individual,  locally  owned  de¬ 
partment  stores  and  still  retain  the  advantages  of  such,  through  central 
ownership  and  a  strong  central  office  many  of  the  advantages  of  the  various 
types  of  chains  and  other  forms  of  mass  distribution  are  available  or  attain¬ 
able. 

The  various  types  of  retailing  are  being  studied  constantly  in  efforts  to  dis¬ 
cover  and  adapt  effective  ideas,  policies  and  methods.  While  the  effect  of 
such  work  to  date  has  necessarily  been  limited,  as  the  job  requires  extensive 
research  and  education,  it  is  to  such  work  that  management  looks  for  the 
future  of  the  Company.  A  large  group  of  sincere,  intelligent,  open-minded 
staff  and  administrative  executives  are  directing  their  best  efforts  on  the 
Company’s  behalf  toward  these  objectives. 
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ACQUISITION  OF  B.  GERTZ,  INC. 

February,  1941 

In  February  of  the  current  year  the  Company  acquired  all  of  the  capital  stock 
of  B.  Gertz,  Inc.  This  acquisition  made  subsequent  to  the  close  of  the  year 
covered  by  this  report  is  discussed  here  simply  as  a  matter  of  information  to 
stockholders.  B.  Gertz,  Inc.,  owns  and  operates  a  department  store  located  in 
Jamaica,  Long  Island,  New  York,  a  natural  suburban  trading  center  for  a 
part  of  Kings,  Nassau,  and  most  of  Queens  counties.  The  population  of  this 
area  has  had  a  consistent  rapid  increase  over  the  past  several  years.  The 
trading  center,  of  which  Jamaica  is  the  hub,  now  has  a  population  of  one  and 
a  half  million  people. 

This  store  carries  complete  lines  of  merchandise  in  medium  price  ranges  of 
women’s,  children’s,  and  men’s  apparel  and  accessories  and  home  needs.  It 
also  operates  a  basement  division  catering  to  those  desiring  quality  mcrchan- 
disc  of  lower  than  medium  price  lines.  Over  the  past  fifteen  years  this  store 
has  been  one  of  the  fastest  growing  retail  institutions  in  America. 

This  store  was  originally  established  as  a  stationery  and  sporting  goods  store 
in  1911  and  grew  into  a  complete  department  store,  dominant  in  the  retail 
field  it  occupies,  under  the  leadership  of  Mr.  B.  Gertz,  its  founder,  assisted 
by  his  four  sons.  Upon  the  death  of  the  father  in  1932,  the  sons  took  over 
the  active  management  of  the  store.  The  rapid  growth  of  the  store  is  best 
shown  by  the  following  comparisons  of  approximate  annual  sales  volume: 

1925— $500,000  1930— $1,000,000  1935— $3,000,000  1940— $6,000,000 

Under  the  ownership  of  the  Company,  the  Messrs.  Gertz  are  continuing  in 
the  active  management  of  the  business  with  direct  responsibilities  for  its  suc' 
cessful  operation  on  the  usual  Allied  arrangements  of  modest  salaries  and 
bonuses  based  on  profits.  The  store  occupies  its  premises  under  a  thirty-year 
lease  with  a  reasonable  minimum  rental  guaranteed  against  an  equitable  per¬ 
centage  of  sales  arrangement.  Sufficient  land  area  is  included  in  the  lease  to 
provide  for  expansion  to  take  care  of  future  growth  of  the  business. 

The  purchase  price  of  the  capital  stock  of  B.  Gertz,  Inc.,  was  paid,  four 
hundred  thousand  dollars  in  cash,  the  balance  to  be  paid  in  5%  Preferred 
Stock  of  Allied  Stores  Corporation.  The  exact  amount  of  such  stock  is  to  be 
based  on  values  reflected  by  the  January  31,  1941,  certified  balance  sheet  of  B. 
Gertz,  Inc.,  not  yet  available.  Representatives  of  the  Company  have  verified 
the  reasonableness  of  the  values  of  practically  all  assets  which  will  appear  on 
such  balance  sheet  and  the  Company  is  protected  against  any  undisclosed  lia¬ 
bilities  by  guarantee  of  the  sellers. 

.Based  on  the  past  profit  record  of  the  store  and  changes  coincident  with 
change  of  ownership,  the  profit  of  this  store  for  the  next  two  or  three  years 
should  exceed  the  amount  of  cash  paid  out  in  acquiring  the  stock  plus  divi¬ 
dends  on  the  Company’s  5%  Preferred  Stock  to  be  issued.  The  Board  of 
Directors  of  the  Company  is  reasonably  confident  that  this  acquisition  will 
prove  to  be  a  highly  desirable  one  from  the  Company’s  viewpoint. 
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TRENDS  AND  PRACTICES  IN  REGARD  TO 
CONSUMER  CREDIT 

Current  or  so-called  thirty  day  charge  accounts  have  been  an  integral  part 
of  department  store  operations  for  many  decades  or  practically  for  the  entire 
life  of  the  department  store  industry.  In  early  days  such  credit  was  granted 
only  to  a  comparatively  restricted  number  of  customers  and  on  a  basis  ol 
financial  standing  or  net  worth.  Over  the  past  quarter  century  there  has 
been  a  greater  liberalization  in  the  granting  of  credit  to  consumers,  and  as  a 
consequence,  there  has  been  a  much  greater  use  of  the  department  store 
charge  account.  Department  store  current  or  thirty-day  charge  accounts  arc 
now  granted  generally  on  continuity  of  income  and  character,  reputation,  or 
record  of  payment  rather  than  on  the  basis  of  the  financial  standing  or  net 
worth  of  the  customer.  While  this  change  has  been  gradual,  it  has  been 
consistent.  As  consumers  made  greater  and  greater  use  of  charge  account 
privileges  the  retailer’s  investment  in  customers’  accounts  receivable  in¬ 
creased.  This  item  today  absorbs  a  very  important  part  of  the  average  re¬ 
tailer’s  capital. 

In  the  decade  of  the  twenties  most  department  stores  adopted  or  began  to 
promote  aggressively  the  use  of  deferred  payment  accounts  which  enabled 
the  customer  to  purchase  large  unit  price  items  with  a  relatively  long  life, 
such  as  furniture,  floor  coverings,  household  appliances,  etc.,  and  to  extend 
the  payments  over  many  months,  usually  about  one  year.  Such  accounts  are 
usually  secured  by  the  merchandise  so  sold,  as  well  as  the  general  credit 
standing  of  the  purchaser.  V/hile  such  merchandise  is  seldom  repossessed 
by  the  retailer,  his  legal  right  to  do  so  is  a  potent  force  in  the  collection  of 
such  accounts.  The  adoption  of  this  form  of  credit,  with  many  months  in¬ 
tervening  between  the  date  of  sale  and  delivery  and  the  date  of  final  payment, 
required  capital  in  very  large  amounts  in  relation  to  sales  volume  and  created 
an  additional  financing  problem  for  the  retailer. 

Within  the  past  decade  household  appliances  have  become  very  important 
items  in  the  field  of  consumer  merchandising.  Most  household  appliances 
are  sold  on  a  deferred  payment  basis.  Department  stores  have  become  im¬ 
portant  distributors  of  this  type  of  merchandise.  Utility  companies  are  also 
large  distributors  of  household  appliances.  Because  of  the  double  interest 
the  utility  companies  have  in  these  items,  no  effort  was  spared  by  them  to 
secure  the  largest  possible  distribution.  One  of  the  means  used  was  to  extend 
the  time  of  payment.  As  a  result,  household  appliances  arc  frequently  sold 
on  a  basis  of  payment  terms  of  from  three  to  four  years.  The  financing  of  a 
relatively  large  dollar  sales  volume  on  types  of  merchandise,  the  complete 
payment  for  which  is  not  received  until  a  future  date,  again  added  to  the 
financing  problems  of  the  retailer. 

Within  the  past  decade  many  department  stores  have  also  added  another 
form  of  account  providing  for  payments  of  consumer  purchases  on  an  ex¬ 
tended  time  basis.  All  general  lines  of  merchandise,  such  as  apparel,  acces¬ 
sories  and  small  home  needs,  arc  sold  on  this  plan.  Payment  is  usually  ex- 
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tended  over  a  three-to-six  months’  period.  This  type  of  credit  is  granted 
almost  exclusively  on  an  income  and  paying  record  basis,  as  the  merchandise 
is  not  reposscssable  and  the  person  of  means  would  not  desire  this  service. 
The  adoption  of  this  service  by  retailers  added  further  to  their  financing 
problems. 

As  a  matter  of  Company-wide  policy,  stores  owned  and  operated  by  Allied 
Stores  Corporation  endeavor  to  be  competitive  in  all  respects.  This  applies 
equally  to  character  of  merchandise,  prices,  and  services.  Consequently,  all 
the  types  of  consumer  credit  mentioned  in  the  foregoing  paragraphs,  are 
obtainable  in  most  of  the  Company’s  stores.  The  Company  has  not  pion¬ 
eered  in  respect  to  extension  of  deferred  payments,  preferring  at  all  times  to 
confine  its  practices  to  as  short  a  payment  period  as  possible  and  still  be 
competitive,  and  to  use  its  influence  on  others  to  do  likewise.  Competition, 
once  firmly  established,  however,  has  been  met  aggressively. 

The  Company’s  investment  in  customers’  accounts  receivable  increases  more 
rapidly  than  sales  volume  as  types  of  consumer  financing  are  added  or  their 
use  increased.  While  the  Company  endeavors  to  meet  legitimate  compe¬ 
tition  in  regard  to  credit  services  available,  strong  control  is  exerted  from  the 
central  office  by  a  group  of  traveling  consumer  credit-specialists.  Policy, 
method,  and  administration  of  credit  granting  and  account  collection  func¬ 
tions  in  each  of  the  stores  are  closely  supervised  by  them.  As  a  consequence, 
the  expenses  of  handling  these  accounts  are  reduced  and  bad  debt  losses  are 
held  to  minimum. 

The  Company’s  losses  on  uncollectible  accounts  average  less  than  one-half  of 
one  percent  of  total  charge  sales.  Losses  on  current  or  thirty-day  charge 
accounts  average  approximately  one-quarter  of  one  percent  of  such  sales, 
while  losses  on  deferred  payment  sales  are  less  than  three-quarters  of  one  per¬ 
cent.  Not  considering  interest  on  investment  in  accounts  receivable  as  a 
direct  cost  of  credit  but  rather  as  a  cost  of  obtaining  sales  volume,  carrying 
charges  collected  from  customers  on  deferred  payment  accounts  are  suf¬ 
ficient  to  pay  all  costs  applicable  thereto.  Such  carrying  charges  are  suf¬ 
ficient  to  pay  approximately  onc-half  the  cost  of  all  credit  functions,  includ 
ing  those  pertaining  to  the  regular  or  thirty-day  charge  accounts- 

Inasmuch  as  the  Company  had  no  excess  cash  at  the  beginning  of  the  year 
and  its  investment  in  customers’  accounts  receivable  increased,  and  has 
every  promise  of  continuing  to  do  so,  the  Company  developed  a  plan  during 
the  year  whereby  a  part  of  this  increase  of  the  year,  as  well  as  future  growth 
of  this  investment,  could  be  financed  by  the  sale  to  a  bank  of  deferred  pay¬ 
ment  accounts  by  certain  subsidiaries.  Legal  title  to  the  accounts  sold  passes 
to  the  bank  but  the  stores  retain  all  collection  functions.  A  reserve  of  a 
fixed  percentage  of  balances  so  held  by  the  bank  is  maintained  as  a  protec¬ 
tion  to  the  bank  as  to  the  collectibility  of  the  accounts.  The  remaining 
balance  of  the  total  accounts  sold,  less  a  service  charge  made  by  the  bank,  is 
received  in  cash.  The  seller  docs  not  guarantee  the  collectibility  of  the  ac¬ 
count  sold.  The  Company’s  risk  as  to  such  collectibility  is  limited  to  the 
amount  reserved. 
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REDUCTION  IN  CARRYING  VALUE  OF 
CERTAIN  PROPERTY 


A  reduction  in  the  carrying  value  of  a  property  resulted  from  an  inter- 
company  sale  between  Jordan  Marsh  Company,  a  wholly  owned  operating 
subsidiary,  and  Andrews  Real  Estate  Trust,  a  wholly  owned  real  estate 
subsidiary.  Jordan  Marsh  Company  purchased  in  1923  property  located 
at  the  Summer-Chauncy  streets  corner  of  the  city  block  of  Boston  bounded 
by  Summer,  Chauncy,  Avon  and  Washington  streets. 

This  property  was  purchased  by  Jordan  Marsh  Company  with  the  expec¬ 
tation  of  using  it  in  a  contemplated  expansion  program.  The  expansion 
program  never  materialized.  The  property  has  not  been  used  by  Jordan 
Marsh  Company  in  the  conduct  of  its  business  but  has  been  leased  to  others. 

The  principal  tenant  occupying  the  property  under  lease  from  Jordan  Marsh 
Company  was  C.  F.  Hovey  Company,  another  wholly  owned  operating 
subsidiary.  The  property  in  question  adjoins  the  main  store  building  occu¬ 
pied  by  the  C.  F.  Hovey  Company  store  and  the  use  of  part  of  the  property  is 
essential  to  its  business.  Future  expansion  of  this  store  may  require  the  full 
use  of  the  property. 

At  the  time  the  property  was  sold  by  Jordan  Marsh  Company  to  Andrews 
Real  Estate  Trust,  C.  F.  Hovey  Company  entered  into  a  long-term  lease  on 
the  property.  Rentals  to  be  paid  under  terms  of  the  lease  give  Andrews  Real 
Estate  Trust  a  reasonable  return  on  its  investment  in  the  property. 

The  price  at  which  Jordan  Marsh  Company  sold  the  property  to  Andrews 
Real  Estate  Trust  was  approximately  the  current  value  as  established  by 
two  independent  appraisers,  but  was  $981,958  less  than  the  depreciated 
cost  of  the  property  to  Jordan  Marsh  Company.  This  reduction  in  value 
was  applicable  to  land  values  and  therefore  does  not  reduce  depreciation 
charges  of  this  or  future  years. 

Inasmuch  as  the  entire  transaction  was  between  wholly  owned  subsidiaries 
of  Allied  Stores  Corporation,  the  $981,958  amount  represented  a  revaluation 
of  property  still  owned  from  the  viewpoint  of  consolidated  statements  of 
Allied  Stores  Corporation  and  subsidiaries.  This  amount  is  therefore  shown 
as  a  charge  to  earned  surplus  in  the  consolidated  financial  statements  included 
as  part  of  this  report, 
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THE  COMPANY’S  PREFERRED  STOCK 
—  DIVTOEND  RECORD 


Purchases  and  Retirement 

Twenty-nine  hundred  forty-seven  shares  of  the  Company’s  5%  Preferred 
Stock  were  held  in  the  treasury  at  the  beginning  of  the  year.  Twenty- 
seven  hundred  shares  of  this  stock  were  canceled  in  satisfaction  of  the  an¬ 
nual  sinking  fund  obligation  due  July  1,  1940.  Twenty-four  hundred  shares 
were  purchased  during  the  year  at  a  cost  of  $157,767.50- 

Subsequent  to  the  close  of  the  year,  eight  hundred  additional  shares  were 
purchased  at  a  cost  of  $59,360.  Approximately  seven  hundred  shares  of 
this  recent  purchase,  plus  the  twenty-six  hundred  forty-seven  shares  in  the 
treasury  at  the  close  of  the  year,  will  be  canceled  to  satisfy  the  annual  sinking 
fund  obligation  due  July  1,  1941. 


Ownership  of  Preferred  Stoc\ 

There  were  6,472  holders  of  record  of  the  227,001  shares  of  this  stock  on 
March  17,  1941,  or  an  average  of  35  shares  per  holder.  According  to  the 
stock  records  of  the  Company  and  eliminating  the  stock  in  the  names  of 
brokers  and  known  nominees  held  for  an  unknown  number  of  people,  the 
following  summary  shows  the  number  of  the  holders  of  the  Company’s  5  % 
Preferred  Stock  classified  by  the  number  of  shares  held: 

Holders  of  Number  of  Holders 

1  to  10  shares  4,064 

11  to  25  shares  1,210  , 

26  to  50  shares  542 

51  to  100  shares  360 

101  to  500  shares  183 

501  to  1,000  shares  11 

Over  1,000  shares  13 


Dividend  Record  and  Profits  in  Relation  to  Preferred  Stoc\ 

The  Company’s  5%  Preferred  Stock  came  into  existence  May  29,  1935,  re¬ 
placing  in  part  a  0/1%  issue  of  the  same  amount.  All  dividends  on  this 
5  %  Preferred  Stock  since  date  of  issue  have  been  paid  on  the  regular  divi¬ 
dend  dates.  Consolidated  net  profits  of  the  Company  for  each  full  year 
since  date  of  issue  expressed  in  terms  of  ratio  to  preferred  stock  dividend  re- 

twenty-two 
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quircments  and  of  profit  per  share  of  preferred  stock  outstanding  have  been: 


Profit  Times  Profit  per 

Preferred  Stock  Share  of 

Dividend  Requirements  Preferred  Stock 

1940  3.5  $17.57 

1939  3.0  15.01 

1938  1.9  9.63 

1937  2.5  12.50 

1936  2.9  14.49 


Company  7<let  Worth  in  Relation  to  Preferred  Stoc\ 

The  net  worth  of  the  Company — total  assets  minus  total  liabilities,  reserves 
and  unearned  income — as  reflected  by  balance  sheets  at  the  close  of  each  full 
year  since  the  Company's  5%  Preferred  Stock  was  originally  issued,  shows 
the  Company’s  net  worth,  expressed  in  terms  of  dollars  net  worth  per  share 
of  preferred  stock  outstanding,  to  have  been: 

1940  $184.36 

1939  175.30 

1938  163.71 

1937  158.88 

1936  149.06 


Present  Sin\ing  Fund  Obligation 

So  long  as  the  Company  has  outstanding  any  of  its  Fifteen-Year  4^2%  De¬ 
benture  Bonds,  due  April  1,  1950,  the  annual  sinking  fund  obligation  on  the 
5%  Preferred  Stock  is  to  purchase  and  cancel  such  stock  at  cost  prices 
amounting  in  total  to  not  less  than  10%  of  consolidated  net  profit  of  the  pre¬ 
ceding  year  after  deducting  preferred  stock  dividends  and  sinking  fund  re¬ 
quirements  on  the  1950  debentures.  The  sinking  fund  requirement  on  the 
1950  debentures  in  turn  is  15%  of  consolidated  net  profit  before  deducting 
any  dividend  or  sinking  fund  requirements. 

The  following  tabulation  shows  the  sinking  fund  obligation  on  the  Com¬ 
pany’s  5%  Preferred  Stock  for  each  of  the  last  five  years  and  the  number  of 
shares  canceled  and  to  be  canceled  by  the  use  of  this  fund: 

Amount  of  Number  of  Shares 

Fund  Canceled 


1940 

$225,611 

3,344 

1939 

177,037 

2,700 

1938 

73,816 

1,252 

1937 

130,841 

1,644 

1936 

184,357 

2,570 

twenty'thrcc 
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Future  Sinking  Fund  Obligation 

When  all  of  the  Fifteen'Year  4^%  Debenture  Bonds,  due  April  1,  1950, 
have  been  retired  and  canceled,  the  sinking  fund  on  the  5%  Preferred  Stock 
will  become  25%  of  consolidated  net  profit  after  deducting  preferred  stock 
dividend  requirements. 

The  Company  had  $82,375  of  these  bonds  outstanding  at  the  close  of  the 
year  and  held  bonds  in  its  treasury  or  had  canceled  in  anticipation  of  sinking 
fund  requirements  a  total  of  $421,915  in  excess  of  the  amount  required  to 
meet  sinking  fund  obligation  due  April  15,  1941.  If  profit  for  the  current 
year  approximates  or  exceeds  that  of  the  preceding  year,  all  of  the  Company’s 
Fifteen'Year  4!/2%  Debenture  Bonds,  due  April  1,  1950,  including  those 
now  outstanding  and  those  now  held  in  the  treasury,  will  be  subject  to 
cancellation  and  retirement  through  the  operations  of  the  sinking  fund  by 
April  15,  1942. 

The  effect  of  the  change  in  the  requirement  of  the  sinking  fund  on  the 
Company’s  5%  Preferred  Stock  upon  the  complete  retirement  and  cancel¬ 
lation  of  all  of  the  Fifteen-Year  4j/2%  Debenture  Bonds,  due  April  1,  1950, 
is  best  shown  by  example.  The  sinking  fund  requirement  on  the^c  deben¬ 
tures  based  upon  consolidated  net  profit  for  the  year  ended  January  31,  1941, 
was  $599,719  and  on  the  5%  Preferred  Stock  $225,611.  Had  all  of  these 
debentures  been  retired  and  canceled  prior  to  the  beginning  of  the  year,  the 
sinking  fund  requirement  on  the  5%  Preferred  Stock  would  have  been 
$713,958. 


Conclusion 

In  summary,  the  5  %  Preferred  Stock  has  (a)  a  consistent  record  of  dividend 
payments  since  the  date  of  issue,  (b)  a  substantial  margin  of  profits  in  excess 
of  dividend  requirements,  (c)  a  constantly  increasing  net  worth,  and  (d)  an 
impending  probable  increase  in  sinking  fund  requirements  of  substantial 
proportions. 


tu'cnty-four 
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THE  COMPANY’S  COMMON  STOCK 
—  USE  OF  PROFITS 


Holdings 

There  were  no  changes  during  the  year  in  the  total  number  of  shares  of  com¬ 
mon  stock  outstanding.  According  to  the  stock  records  of  the  Company  and 
eliminating  the  stock  in  the  names  of  brokers  and  known  nominees  held  for 
an  unknown  number  of  people,  the  following  summary  shows  the  number  of 
the  holders  of  the  Company’s  common  stock  classified  by  the  number  of 
shares  held: 

Holders  of 
1  to  25  shares 
26  to  50  shares 
51  to  100  shares 
101  to  500  shares 
501  to  1,000  shares 
1,001  to  5,000  shares 
Over  5,000  shares 

Net  Asset  Value 

The  net  asset  value  at  the  close  of  the  year  applicable  to  the  common  stock 
of  the  Company — total  tangible  assets  minus  all  liabilities,  reserves,  and  the 
par  value  of  preferred  stock  outstanding — as  set  forth  in  the  consolidated 
balance  sheet  was  $19,192,410,  or  the  equivalent  of  $10.56  per  share  of  such 
stock  outstanding.  Comparisons  as  of  the  close  of  each  of  the  past  five 
years  follows; 


1940 
1959 
1958 
1957 
1936 

Use  of  1940  Profit 

Preferred  stock  dividends  paid,  $1,142,297,  deducted  from  consolidated  net 
profit  for  the  year,  $5,998,129,  leaves  a  profit  applicable  to  common  stock 
of  $2,855,852.  It  was  necessary  to  use  substantial  amounts  of  this  profit 
for  principal  payments  on  the  funded  debt  and  long-term  obligations  of  the 
parent  and  subsidiary  companies,  to  re-purchasc  preferred  stock  for  cancel¬ 
lation  in  accordance  with  its  sinking  fund  provisions,  to  pay  for  the  cost  of 
additions  and  improvements  to  property  m  excess  of  provision  for  depre¬ 
ciation  and  to  finance  increased  invc.ttory  investment  made  necessary  by 

twenty-five 


Total 
Net  Asset 
Value 

$19,192,410 

17,236,303 

14,781,300 

13,683,951 

11,533,838 


Net  Asset 
Value  per 

Outstanding 

$10.56 

9.49 

8.17 

7.57 

649 


Number  of  Holder; 
6,167 
2,266 
2,553 
1,074 
104 
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increased  sales  volume  and  general  merchandise  market  conditions.  The 
manner  in  which  the  Company  used  1940  profits  may  be  summarized  briefly 
as  follows: 

Consolidated  net  profit  for  the  year . . .  $3,998,129 

Less:  dividends  paid  on  Company’s  5% 

Preferred  Stock  .  1,142,297 

Balance  of  profit  applicable  to  common 
stock . . . . — . . . .  $2,855,832 

Retirement  of  senior  securities: 

Funded  debt  payments  .  $1,388,268 

Preferred  stock  purchases  — 

at  cost  . . . .  157,768  $1,546,036 

Property  additions  and  improvements — net  140,377 

Increase  in  inventory  investment  — . . .  938,261 

Other  corporate  uses . . . . .  231,158 

$2,855,832 


The  Company  had  no  excess  cash  above  normal  requirements  at  the  begin¬ 
ning  of  the  year  but  owed  $800,000  to  banks  for  money  borrowed.  Prac¬ 
tically  all  profit  for  the  year  was  required  to  pay  preferred  stock  dividends, 
retire  funded  debt  and  long-term  obligations  and  preferred  stock,  and  to 
finance  additions  and  improvements  to  property  and  increased  investment 
in  inventories.  Increased  sales  volume  and  the  greater  use  of  consumer 
credit  increased  the  requirement  for  accounts  receivable  by  $2,116,739. 
This  requirement  was  financed  to  the  extent  of  $1,303,744,  as  mentioned 
heretofore,  by  the  sale  of  customers'  deferred  payment  accounts  and  notes 
by  certain  subsidiaries  to  a  bank. 

Use  of  1937-1940  Profits 

A  comparative  consolidated  statement  of  profit  and  loss  and  combined  totals 
for  the  four  years  ended  January  31,  1941,  is  included  as  part  of  this  report. 
Consolidated  net  profit  for  this  four-year  period  was  $12,571,640.  Dividend 
payments  on  the  Company’s  5%  Preferred  Stock  for  this  four-year  period 
totaled  $4,612,845.  Consolidated  net  profit  for  the  period  applicable  to 
common  stock  was  $7,958,795. 

The  net  payments  for  the  four-year  period  on  funded  debt  and  long-term 
obligations  outstanding  on  January  31,  1937,  totaled  $3,881,341.  Payments 
of  $420,227  were  made  on  funded  debt  and  long-term  obligations  of  operat¬ 
ing  and  real  estate  subsidiaries  acquired  subsequent  to  January  31,  1937. 
Total  payments  on  funded  debt  and  long-term  obligations  for  the  period 
therefore  were  $4,301,568.  The  Company  re-acquired  8,600  shares  of  its 
5%  Preferred  Stock  for  sinking  fund  purposes  in  the  four-year  period  at  a 
cost  of  $585,275.  Retirement  of  senior  securities — net  payments  on  funded 
twenty-six 
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debt  and  long-term  obligations  and  purchase  of  Preferred  Stock  for  cancel¬ 
lation  to  meet  sinking  fund  requirements — for  the  four-year  period  totaled 
$4,886,843. 

Additions  and  improvements  to  buildings,  equipment,  and  fixtures  of  prop¬ 
erty  owned  at  January  31,  1937,  cost  $1,313,591  more  than  the  provision  for 
depreciation  on  these  properties  for  the  four-year  period-  Such  additions 
and  improvements  to  properties  subsequently-  acquired  were  $69,572  in 
excess  of  provision  for  depreciation.  Therefore  additions  and  improvements 
to  buildings,  equipment,  and  fi.xtures  for  the  four-year  period  cost  $1,383,163 
more  than  provision  for  depreciation  of  such  properties. 

In  this  four-year  period  the  Company  acquired  all  the  capital  stocks  of  four 
operating  companies.  On  the  dates  of  acquisition  these  subsidiaries  had 
funded  debt  and  long-term  obligations  of  $1,448,378.  These  obligations 
were  not  guaranteed  or  assumed,  the  respective  subsidiaries  continuing  as 
the  sole  obligors.  The  costs  of  the  capital  stocks  of  these  four  operating 
companies,  including  commissions  and  other  expenses  applicable  thereto, 
involved  the  issuance  of  the  Company’s  preferred  and  common  stocks  and 
the  payment  of  $245,227  in  cash.  This  cash  amount  may  be  considered  to 
have  come  from  profits  applicable  to  common  stock  and  retained  by  the 
Company. 

The  Company  acquired  in  the  four-year  period  complete  ownership  of  tw'o 
real  estate  subsidiaries  whose  principal  assets  were  real  estate  under  long¬ 
term  leases  to  operating  subsidiaries  of  the  Company.  Annual  net  rentals 
under  these  leases  totaled  $600,000.  These  real  estate  companies  on  dates  of 
acquisition  had  funded  debt  and  long-term  obligations  of  $2,675,000.  These 
obligations  were  not  assumed  or  guaranteed,  the  respective  subsidiaries 
continuing  as  the  sole  obligors.  Acquisition  of  these  subsidiaries  involved 
the  issuance  of  $700,000  of  the  Company’s  ^Yz%  Debentures  due  1951  and 
$305,193  in  cash.  This  cash  amount  may  be  considered  to  have  come  from 
profits  applicable  to  common  stock  and  retained  by  the  Company. 

The  following  tabulation  shows  in  summary  form  the  manner  in  which  the 
Company  may  be  considered  to  have  used  the  $12,571,640  total  consolidated 
net  profit  for  the  four-year  period  ended  January  31,  1941: 


Consolidated  net  profit — four  years  . . . — . .  $12,571,640 

Less:  dividends  paid  on  Company’s  5%  Preferred  Stock  4,612,845 


Balance  of  profit  applicable  to  common  stock . . .  7,958,795 


Retirement  of  senior  securities  . - . .  4,886,843 

Additions  and  improvements  to  properties . .  1,383,163 

Acquisition  of  four  operating  subsidiaries  245,227 

Acquisition  of  two  real  estate  subsidiaries  . . -  305,193 

Working  capital  and  other  corporate  purposes  . .  1,138,369 

$7,958,795 
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Adequacy  of  \Vor\ing  Capital 

Working  capital  of  the  Company  consists  principally  of  cash  funds  in  stores 
and  regular  checking  accounts,  customers’  accounts  receivable  and  merchair 
disc  inventories,  less  loans  from  banks,  amounts  due  sources  of  supply  for 
merchandise  purchased,  and  accrued  but  unpaid  expenses.  The  necessary 
net  amount  of  these  items  fluctuates  with  dollar  sales  volume  and  bears  a 
rather  constant  relationship  to  such  volume.  The  percentage  relationship 
of  working  capital  at  the  close  of  each  of  the  last  five  years  to  dollar  sales 
volume  of  the  year  was: 


%  Working  Capital 
to  Sales 

1940  23.7 

1939  24.4 

1938  27.0 

1937  26.3 

1936  25.9 


The  ratio  of  working  capital  to  sales  volume  was  the  lowest  of  the  period 
on  January  31,  1941.  An  increase  in  working  capital  on  January  31,  1941, 
of  from  one  to  two  million  dollars  would  have  been  necessary  to  bring  this 
percentage  relationship  up  to  a  normal  or  average  figure  of  the  five-year 
period.  Working  capital  should  also  be  further  increased  in  the  future  by  an 
amount  approximating  25%  of  the  increase,  if  any,  in  sales  volume  of  sub¬ 
sequent  years  over  the  1940  level. 


Prospective  Cash  Requirements 

Annual  preferred  stock  dividend  requirements  are  approximately  one  million 
two  hundred  thousand  dollars.  The  average  annual  requirement  for  pay¬ 
ments  on  funded  debt  and  long-term  obligations  of  the  Company  over  the 
next  few  years  will  approximate  one  million  dollars.  The  annual  sinking 
fund  obligation  for  the  purchase  of  preferred  stock  after  complete  retirement 
of  the  1950  debentures,  and  therefore  probably  after  the  current  year,  and 
assuming  an  annual  profit  of  four  million  dollars,  will  approximate  seven 
hundred  thousand  dollars.  Total  obligation  for  preferred  stock  dividends 
and  retirement  of  senior  securities  for  the  next  few  years  will  probably 
average  close  to  three  million  dollars  annually. 


Increased  need  for  working  capital  due  to  increases  in  sales  volume  in 
the  past  have  usually  been  met  by  increased  profit  resulting  from  such  sales. 
This  may  not  be  possible  in  the  prospective  semi-controlled  economy  of  the 
future.  Sales  may  increase  more  rapidly  than  profits  due  to  many  possible 
profit-restricting  influences  resulting  from  government  actions  or  policies, 
the  most  apparent  and  important  of  which  is  tax  legislation.  The  burden 
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of  such  a  condition  will  fall  most  heavily  on  companies,  such  as  this  one, 
with  no  excess  working  capital  at  present  and  with  relatively  large  senior 
security  issues  outstanding.  Interest  charges  and  annual  principal  payments 
on  funded  debt  and  long-term  obligations,  together  with  dividend  and  sink¬ 
ing  fund  requirements  on  preferred  stock  issues,  place  definite  limitations 
on  the  ability  of  the  Company  to  increase  working  capital  from  profits- 

Common  Stoc\  Dividends 

The  board  of  directors,  executive  committee  and  advisory  committee  of  the 
Company  have  spent  a  great  amount  of  time  at  frequent  intervals  discussing 
the  problem  of  a  dividend  on  the  Company’s  common  stock.  All  are  aware 
of  the  desire  on  the  part  of  many  stockholders  for  such  a  dividend  and  are 
sympathetic  with  this  desire.  It  is  recognized  that  the  expectation  of  many 
holders  of  common  stock  that  they  be  permitted  to  profit,  cash-wise,  from 
their  ownership  in  a  Company  with  a  consistent  profit  record  and  one  which 
is  becoming  recognized  as  a  leader  in  its  industry  is  a  normal  one.  Each 
member  of  the  board  personally  would  like  to  meet  these  expectations  by 
voting  in  favor  of  such  a  distribution. 

On  the  other  hand,  each  member  of  the  board  of  directors  is  fully  acquainted 
with  the  Company’s  financial  condition,  present  needs,  future  commitments 
and  obligations,  and  probable  future  requirements.  Members  of  the  board 
are  aware  of  their  obligations  not  only  to  give  serious  consideration  to  the 
immediate  desires  of  holders  of  common  stock  of  the  Company  but  also  of 
their  obligation  to  conduct  the  Company’s  affairs  to  the  best  interests  of  the 
Company  and  the  long-range  interest  of  the  holders  of  its  common  stock. 

Consideration  and  study  have  been  given  to  various  methods  of  meeting  the 
situation,  of  satisfying  the  recognized  desire  of  many  holders  of  common 
stock  for  a  dividend,  and  at  the  same  time  providing  for  the  Company’s  cash 
requirements.  Recognizing  the  inadvisability,  under  present  conditions  and 
existing  capital  structure  with  its  consequent  heavy  annual  cash  requirement, 
of  making  a  cash  distribution  to  holders  of  the  Company’s  common  stock, 
methods  of  refinancing  existing  obligations  so  as  to  reduce  the  annual  cash 
requirement  of  the  Company  and  methods  of  making  a  distribution  in  forms 
other  than  cash  have  been  studied.  No  such  plan  has  been  developed  that 
the  board  of  directors  considers  feasible  and  justifiable. 
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RELATIONS  OF  THE  RETAILER  TO  THE 


NATIONAL  DEFENSE  PROGRAM 


The  National  Defense  Program  has  strongly  influenced  almost  all  phases  of 
our  economic  being  for  the  last  several  months  and  there  is  every  promise  of 
this  continuing  to  be  so  for  the  intermediate  future.  The  parts  to  be  played 
by  retailers  in  these  programs  are  not  as  dramatic  in  character  as  those 
alloted  to  manufacturers  of  implements  of  war.  As  prosaic  in  character 
as  the  retailers’  role  may  be,  it  is  nevertheless  a  most  essential  one. 

The  maintenance  of  sound  internal  social  and  economic  structures  is  second 
as  a  defense  measure  only  to  the  production  and  use  of  implements  of  war. 
Without  such  conditions  the  country’s  ability  to  produce  military  needs  is 
definitely  weakened.  Also,  a  defense  program  assumes  the  continuance  of 
the  existence  of  that  something  worthy  of  the  defense  effort.  A  country 
must  not  win  a  war  by  methods  that  cause  it  to  lose  the  peace. 

The  National  Defense  Program  has  every  right  to  first  call  on  all  men,  ma- 
chinery,  and  materials  usable  in  such  a  program  as  of  a  given  time.  Forward 
looking  retailers  recognize  this  right.  In  order  to  maintain  sound  internal 
social  and  economic  structures  it  is  almost  equally  important  that  all  men, 
machinery,  and  materials  not  usable  as  of  a  given  date  in  work  of  the  National 
Defense  Program  be  used  for  non-military  purposes.  Only  by  maintaining 
the  highest  level  of  production  and  consumption  in  non-military  fields,  con¬ 
sistent  with  the  maximum  degree  of  preparedness  of  a  military  nature,  are 
the  needs  of  the  National  Defense  Program  best  served. 

The  retailer,  standing  at  the  gateway  between  the  civilian  consumer  and  the 
producer  of  consumer  goods,  occupies  a  strategic  position  in  this  period- 
From  the  viewpoint  of  protecting  the  internal  economy  from  shocks  oc¬ 
casioned  by  the  necessary  shifts  in  adjusting  the  country  to  an  economy  of  a 
primary  military  character  the  retailer  can  be  most  helpful.  This  oppor¬ 
tunity  to  render  an  important  national  service  and  the  attendant  responsi¬ 
bilities  for  doing  so  were  quickly  recognized  by  forward-looking  retailers. 

Maintenance  of  orderly  merchandise  markets  and  of  reasonable  price  levels 
are  most  important  from  the  viewpoints  of  the  National  Defense  Program 
and  of  maintaining  sound  internal  social  and  economic  conditions.  Retailers, 
by  working  individually,  in  groups  or  associations  and  with  manufacturers 
and  through  cooperation  with  government  representatives  have  rendered 
great  services  in  respect  to  the  orderliness  of  the  consumer  merchandise  mar¬ 
kets  and  the  maintenance  of  reasonable  price  levels.  The  reed  for  such  ser¬ 
vices  continues.  The  retailer  will  continue  in  his  efforts  to  meet  this  need. 


thirr/ 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


As  shortages  develop  in  certain  lines,  civilian  demand  must  give  way  to  Na' 
tional  Defense  Program  needs.  The  purchasing  agents  of  the  civilian  con- 
sumer,  the  retailer,  must  not  bid  against  the  purchasing  representatives  for 
the  National  Defense  Program,  thereby  complicating  the  problem  of  the 
National  Defense  Program  and  increasing  its  cost  to  the  nation.  On  the 
other  hand,  the  retailer  has  an  equal  right,  and  an  obligation  to  the  nation 
to  insist  on  this  right,  to  the  products  of  men,  machinery,  and  materials  in 
which  there  is  no  such  shortage  in  fact. 

In  addition  to  being  affected  by  National  Defense  Program  activities  met' 
chandise  markets  also  have  been  severely  affected  by  conditions  in  Europe. 
While  continental  European  markets  have  been  practically  closed  to  America 
for  many  months,  receipts  of  merchandise  from  Great  Britain  continue  with 
stirprising  promptness  and  regularity.  Effort  is  being  made  to  develop  the 
merchandise  markets  of  Mexico  and  South  America  for  certain  items  of  met' 
chandise  that  cannot  be  obtained  in  the  United  States  and  for  which  con' 
tinental  Europe  has  always  been  the  principal  source  of  supply. 

The  retailer  must  stand  ready  through  resistance  to  unjustifiable  price  in¬ 
creases,  proper  timing  of  his  purchases,  introduction  of  substitute  materials, 
and,  where  possible,  by  rechanneling  consumer  demand  through  promotional 
efforts  to  aid  the  actual  operations  of  the  National  Defense  Program  and  at 
the  same  time  increase  the  use  of  products  of  existing  men,  machinery  and 
materials  not  actually  required  by  that  program.  By  so  doing,  the  retailer 
best  can  aid  defense  and  help  maintain  and  improve  that  which  we  have  to 
defend.  This  Company  appreciates  the  opportunity  of  being  helpful  to  the 
nation  at  this  time  and  will  endeavor  to  meet  these  responsibilities  to  the  best 
of  its  abihty. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 

Consolidated  Balance  Sheet  —  January  31,  1941 


ASSETS 


Current  Assets: 

Cash _  $  2,616,076.61 

Accounts  and  notes  receivable: 

Customers: 

Current  accounts  _ _ $11,500,744.83 

Deferred  payment  accounts  and  notes 

(Note  A) _  7,427,076.43 

$18,927,821.26 

Equity  in  deferred  payment  accounts 

($1,533,816.08)  sold  _  230,072.42 

Total  _ _ $19,157,893.68 

Less  reserve _  921,228.36  18,236,665.32 

Accounts  receivable  —  suppliers,  operators  of  leased  depart¬ 
ments,  etc _ _ _  450,670.16 

Merchandise  inventories,  including  $1,671,732.48  for  merchan¬ 
dise  in  transit,  at  mills,  etc.  (Note  B) _ _ _  18,399,979.26 

Total  current  assets  _ _ _ _ _ _ _ _  $39,703,391.35 

Other  Assets: 

Insurance  and  other  deposits -  $  213,544.15 

Investments  and  real  estate  (less  reserve  of  $15,832.00) _  237,906.76 

Sundry  notes  and  accounts  receivable _ — __  241,534.25 

Common'  stock  of  Allied  Stores  Corporation — 20,000  shares  at 
cost— market  value  $125,000  (Note  C)  _  214,112.50 

Total  other  assets _  907,097.66 

Land,  Buildings,  Equipment,  Etc.  (Notes  D  and  E): 

Land  _ _ $18,624,177.70 

Buildings  and  equipment _ _ _ $12,344,973.68 

Less  reserve  for  depreciation _  3,461,489.29  8,883,484.39 

Store  fixtures  and  equipment _ $  9,327,935.63 

Less  reserve  for  depredation _  4,977,072.29  4,350,863.34 

Improvements  to  leased  property _ $  1,715,161.16 

Less  reserve  for  depredation -  313,926.47  1,401,234.69 

Total  land,  buildings,  equipment,  etc. -  33,259,760.12 

Deferred  Charges: 

Unexpired  insurance  premiums - $  244,338.91 

Prepaid  rent  and  taxes _  181,272.39 

Inventory  of  supplies _  472,927.89 

Prepaid  service  contracts,  improvements  in  process,  travel 

advances,  etc. _  111,202.09 

Unamortized  portion  of  bond  discount  and  expenses _  157,357.75 

Total  deferred  charges -  1,167,099.03 

Goodwill  and  Other  Intangible  Assets  - - - - - - -  1-00 

$75,037,349.16 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 
Consolidated  Balance  Sheet  —  January  31,  1941 
LIABILITIES 


Current  Liabilities: 

Notes  payable  to  banks — for  current  loans  . . . . . 

Accounts  payable  for  merchandise,  etc.  - - 

Accrued  accounts - - - - - 

Taxes  (other  than  federal  taxes  on  income) _ _ _ _ 

Federal  taxes  on  income  (estimated)  - - 

Installments  on  mortgages  and  long  term  notes;  and  sinking 
fund  payment  due  within  one  year - - - 

Total  current  liabilities _ _ 

Funded  Debt  and  Long  Term  Obligations: 

Per  schedule,  with  notes,  attached: 

Allied  Stores  Corporation _ $  ?,930,371i.00 

Less  included  in  current  liabilities _  270,000.00 


S  900,000.00 
5,126,014.77 
1,567,286.27 
1,162,449.64 
1,355,000.00 

897,113.34 


Subsidiaries: 

Guaranteed  by  Allied  Stores  Corporation  $  240,000.00 

Less  included  in  current  liabilities _  40,000.00  200,000.00 


Not  guaranteed  by  Allied  Stores  Cor¬ 
poration  - - -  $14,166,651.18 

Less  included  in  current  liabilities  ___  607,1  13.34  13,559,537.84 


Total  funded  debt - - - — -  19,439,912.84 


Reserves: 

For  contingencies,  revaluation  of  merchandise,  etc.  ________  $  1,671,786.89 

Miscellaneous  _ _ _  507,324.84 


Total  reserves - - - - - - - 

Unearned  Carrying  Charges  On  Deferred  Payment  Accounts - 


Capital  Stoc\  and  Surplus: 

Capital  Stock: 

Preferred  Stock  —  cumulative  ■ —  par  value 
$100  per  share: 

Authorited — 600,000  shares 
Issued — 5%  Preferred  Stock  —  redeem¬ 
able  at  and  entitled  upon  liquidation 
to  $100  per  share  (Notes  F  and  G)  $23,014,800.00 
Less  in  treasury _  264,700.00  $22,750,100.00 


Common  Stock — without  par  value: 
Authorized — 2,500,000  shares  (Note  G) 
Issued — 1,817,153  shares — capital  fixed 
by  Board  of  Directors  at  $1.00  per 

share  - - - - 

Surplus  (Note  FI) : 


Earned  (from  June  1,  1935  to  January  31, 
1941) - - - 


$  9,033,586.82 
8,341,670.28 


1,817,153.00 


17,375,257.10 


2,179,111.73 

467,950.47 


Total  capital  stock  and  surpli 
Contingent  liabilities,  etc.  (Note  I) 


41,942,510.10 


$75,037,349.16 


Notes  to  balance  sheet  follow  hereafter. 
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NOTES  TO  CONSOLIDATED  BALANCE  SHEET 


Note  A:  Customers'  conditional  sales  notes  and  deferred  payment  accounts  include 
carrying  charges.  Installments  maturing  later  than  one  year  from  the  date  of 
the  balance  sheet  have  been  included  in  current  assets  in  accordance  with 
trade  practice. 

Note  B:  The  inventories  of  merchandise  were  valued  (a)  with  respect  to  merchandise 
in  the  stores  at  not  in  excess  of  the  lower  of  cost  or  market  by  the  retail 
inventory  method,  except  for  a  comparatively  small  amount  of  inventories 
taken  at  cost,  and  (b)  with  respect  to  merchandise  in  transit  or  at  mills,  etc., 
at  lower  of  cost  or  market. 

Note  C;  These  shares  are  held  by  Allied  Purchasing  Corporation  (a  subsidiary)  for 
resale  to  certain  employees.  Up  to  February  1,  1941,  options  were  granted 
to  twenty-five  employees  and  two  officers,  for  a  total  of  19,075  shares,  no 
individual  holding  options  totaling  more  than  1,600  shares.  The  option 
price  of  said  shares  is  $11.00  per  share  and  the  options  may  be  exercised 
and  the  shares  paid  for  from  time  to  time  in  whole  or  in  part  on  or  before 
June  30,  1942,  and,  if  not  exercised  by  that  date,  the  options  shall  lapse. 

Note  D:  The  carrying  amounts  for  land,  buildings,  store  fixtures,  equipment,  etc., 
are  as  follows: 

1.  Properties  held  by  subsidiaries  at  dates  of  acquisition,  at  amounts  shown 
by  their  books,  which  so  far  as  is  known,  represented  cost  to  the  subsid¬ 
iaries,  except  for  a  reduction  in  1940  of  $981,977.52  in  the  carrying 
amount  of  real  estate  of  one  subsidiary  to  amount  paid  (based  on  inde¬ 
pendent  appraisals)  by  another  subsidiary  on  inter-company  sale;  or 

2.  At  cost  to  the  consolidated  group  measured  by  the  cash  cost  to  the  Cor¬ 
poration  of  securities  of  a  certain  real  estate  subsidiary:  or 

3.  At  amounts  shown  by  the  books  of  certain  subsidiaries  at  the  dates  of 
acquisition  of  their  capital  stocks  by  the  Corporation,  less  part  of  the 
amount  by  which  the  cost  of  capital  stocks  was  less  than  the  equity  in 
such  subsidiaries’  net  assets,  as  shown  by  their  books  at  the  time  they  were 
acquired  by  the  Corporation,  (the  balance  of  such  amount  of  excess 
equity  was  added  to  the  reserve  for  contingencies);  and 

4.  Subsequent  additions  to  the  properties  at  cost. 

Note  E:  Land,  buildings  and  equipment,  and  store  fixtures  carried  in  the  consol¬ 
idated  balance  sheet  at  $29,764,128,  less  related  reserves  for  depreciation  of 
$3,384,755,  are  subject  to  mortgages  and  mortgage  bond  obligations  of 
subsidiary  companies  totaling  $12,986,826. 

Note  P:  On  or  before  July  1st,  each  year,  the  Corporation  under  its  charter  is  obligated 
to  apply  as  a  sinking  fund  to  the  purchase  or  redemption  of  its  5%  Preferred 
Stock  a  sum  equal  to  10%  of  consolidated  net  earnings  for  the  previous  fiscal 
year  after  deducting  dividends  on  its  5%  Preferred  Stock  and  sinking  fund 
requirements  upon  its  Fifteen-Year  4J/2%  Debenture  Bonds,  due  April  1, 
1950;  and,  after  all  such  debenture  bonds  have  been  retired,  a  sum  equal  to 
25%  of  consolidated  net  earnings  for  the  previous  fiscal  year  after  deducting 
such  dividends.  The  sinking  fund  payment  due  on  July  1,  1941,  amounts  to 
$225,611  against  which  the  Corporation  may  apply  (1)  2,647  shares  of  5% 
Preferred  Stock,  held  in  treasury,  acquired  at  a  cost  of  $173,807  and  (2) 
such  part  of  800  shares  of  5%  Preferred  Stock  purchased  after  January  31, 
1941,  at  a  cost  of  $59,360,  as  is  required  to  meet  such  sinking  fund  ob¬ 
ligation. 
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T^ote  G;  At  the  option  of  any  of  the  holders  of  $569,825  principal  amount  of  5!/2% 
Income  Bonds  of  C.  C.  Anderson  Stores  (Company  (a  subsidiary).  Allied 
Stores  Corporation  agrees  to  acquire  such  income  bonds  at  any  time  prior  to 
August  1,  1942,  at  the  principal  amount  thereof  (with  cash  adjustment  of 
accrued  interest),  and  issue  in  exchange  therefor  its  own  5%  Preferred 
Stock  or  Common  Stock,  as  such  holders  may  elect,  on  the  basis  of  $100  per 
share  for  the  5%  Preferred  Stock  of  Allied  Stores  Corporation  (with  cash 
adjustment  of  accrued  dividends),  and  $30  per  share  for  the  Common  Stock 
of  Allied  Stores  Corporation. 

Jifote  H:  Upon  the  basis  of  treating  $264,700  par  value  5%  Preferred  Stock  in  the 
treasury  as  though  retired. 

!N(ote  I;  Contingent  liabilities,  etc.: 

Allied  Stores  Corporation: 

Reference  is  made  to  page  18  of  the  president’s  report  relating  to  the 

acquisition  of  a  department  store  company  subsequent  to  January  31, 

1941. 

Subsidiary  companies: 

1.  Under  the  terms  of  a  ground  lease,  to  erect  a  building  at  a  cost  of 
not  less  than  $500,000,  the  erection  of  which  is  to  be  completed 
not  later  than  June  17,  1942;  said  ground  lease  has  been  modi¬ 
fied  by  an  agreement  dated  October  1,  1940,  which  has  not  yet  been 
signed  by  all  parties  having  an  interest  therein;  said  modification 
agreement,  among  other  things,  provides  that  on  or  before  October 
1,  1945,  the  lessee  shall,  at  its  option,  either  (a)  erect  a  new  building 
or  (b)  rehabilitate  the  buildings  situated  on  such  leased  premises  on 
October  1,  1940,  at  a  cost,  in  cither  case,  of  not  less  than  $400,000; 
said  obligation  is  guaranteed  by  Allied  Stores  Corporation. 

2.  Under  the  terms  of  another  ground  lease  as  modified  by  an  agree¬ 
ment  dated  April  14,  1936,  in  the  event  of  default  in  any  of  the 
provisions  of  the  modifying  agreement  prior  to  November  1,  1947 
(the  modified  terminal  date  of  the  lease),  the  provisions  of  the  orig¬ 
inal  lease  shall  immediately  become  effective,  and  the  company  shall 
be  liable: 

(a)  For  the  full  annual  cash  rent  of  $24,000  (reduced  to  $16,500 
annually  by  the  modifying  agreement)  for  the  period  from 
November  1,  1936,  to  the  expiration  of  the  original  lease, 
November  1,  2021,  and 

(b)  For  the  erection  of  a  building  at  a  cost  of  not  less  than 
$200,000  (from  the  erection  of  which  it  is  otherwise  relieved 
by  the  modifying  agreement). 

3.  As  endorsers  on  customens’  notes  for  loans  from  banks  and  finance 
companies  aggregating  $33,914.85,  and  as  guarantor  of  installment 
contracts  sold  to  finance  companies  aggregating  $25,719.11. 

4.  Unused  balance  of  $27,129.98  of  a  letter  of  credit. 


thirty-five 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Statement  of  Profit  and  Loss  for  the  Fiscal  Tear  Ended 
fanuary  31,  1941 


Net  sales  (including  leased  departments) 
Cost  of  goods  sold  - 


$121,270,681.96 

79,852,752.72 


Gross  margin 


$  41,417,929.24 


Operating  expenses: 

Administrative,  buying,  rent  and  other  occupani^  costs, 
publicity,  selUng  and  general  expenses,  including  pro¬ 
vision  for  doubtful  accounts  (less  income  of  $596,752.02 
from  carrying  charges  on  deferred  payment  accounts)  $33,453,541.07 

Provision  for  depreciation  (Note) - - - - -  1,290,134.83 

Maintenance  and  repairs _ _ _ _  728,797.57  35,472,473.47 


Operating  profit  . . . . . . . — _ $  5,945,455.77 


Other  income: 

Recovxry  of  tax  and  other  claims  applicable 
to  prior  years,  and  cancellation  of  amounts 
previously  accrued  for  chain  store  tax  (de¬ 


clared  unconstitutional)  _ _ $204,811.39 

Miscellaneous . . . . .  196,649.01  $  401,460.40 

Less  other  deductions  _  35,116.93  366,343.47 


Profit  before  interest  and  federal  taxes  on  income - -  $  6,311,799.24 


Interest: 


Subsidiaries: 

On  mortgages,  mortgage  bonds  and  long 
term  notes  (including  $7,739.37  for 
amortization  of  bond  discount  and  ex¬ 
pense)  _ — _ _ _ 

Other  . . . . . . . . 

Alb'ed  Stores  Corporation: 

On  debenture  bonds  and  long  term  notes 
(including  $15,507.73  for  amortization 
of  bond  discount  and  expense  and  less 


tor  discount  on  bonds  re¬ 
purchased)  . — - -  $254,145.60 

Other  _ _ _ _  38,143.95  292,289.55 


$665,523.14 

857.63  $  666,380.77 


958,670.32 


Profit  before  federal 


—  $  5,353,128.92 


Provision  for  estimated  federal  taxes  on  income  (no  provision  made  for 

excess  profits  tax  as  it  is  believed  none  will  be  payable) _  1,355,000.00 

Consolidated  net  profit  _ _ _ _ _  $  3,998,128.92 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Statement  of  Earned  and  Capital  Surplus 
for  the  Fiscal  Tear  Ended  January  31,  1941 


Earned  Capital 

Balance— January  31,  1940  (Note)  - - $  6,467,795.5?  $  8,951,354.32 

Add: 

Consolidated  net  profit -  3,998,128.92 

Discount  on  repurchase  of  5%  Preferred  Stock  82,232.50 

SIO.465,924.47  $  9,033.586.82 


Deduct: 

Dividends  (5%1  paid  in  cash  on  Preferred  Stock  1,142,296.67 
Reducing  carrying  amount  of  real  estate  of  a  sub¬ 
sidiary  to  amount  paid  (based  on  independent 
appraisals)  by  another  subsidiary  on  inter-company 
sale _ _ _ _  981,957.52 


$  2,124,254.19 


Balance— January  31,  1941  (Note) _ $  8,341,670.28  $  9,033,586.82 


Note:  Upon 


Stock  in  treasury  as  though  retired. 


Consolidated  Statement  of  Reserve  for  Contingencies, 
Revaluation  of  Merchandise,  Etc.  for  the  Fiscal 
Tear  Ended  January  31,  1941 


Balance — January  31,  1940  and  January  31,  1941 


S  1,671,786.89 
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NOTES  TO  FUNDED  DEBT 


Allied  Stores  Corporation: 

1.  Under  the  Indenture  relating  to  the  4l/29o  Debentures  due  1951,  these  bonds  cannot 
be  issued. 

2.  Of  the  $4,800,000  prinapal  amount  of  unissued  41/2%  Debentures  due  1951, 
$82,375  principal  amount  may  be  issued  only  in  substitution  for  Fifteen-Year  41/2% 
Debenture  Bonds,  due  Aprd  1,  1950,  outstanding  at  the  balance  sheet  date,  from 
time  to  time  as  such  bonds  arc  purchased  and  redeemed. 

T^atc  A:  The  Indenture  relating  to  Fifteen-Year  4/^%  Debenture  Bonds,  due  April 
1,  1950,  provides  for  a  sinking  fund  payable  on  April  15th  of  each  year 
equivalent  to  15%  of  consolidated  net  earnings  for  the  preceding  fiscal  year. 
Sinking  fund  payment  required  on  April  15,  1941,  amounting  to 
$599,719.34,  was  fulfilled  by  applying  said  amount  against  the  cost  of  bonds 
($934,663.09)  redeemed  to  January  31,  1941  in  excess  of  sinking  fund 
requirements  to  that  date. 

Note  B;  The  Indenture  relating  to  41/2%  Debentures  due  1951  provides  for  a  sinking 
fund  payable  on  May  20th  each  year  equal  to  the  sinking  fund  redemption 
price  of  3i%  of  the  greatest  aggregate  principal  amount  of  said  bonds 
which  shall  ever  have  been  authenticated  by  the  trustee.  Sinking  fund  pay¬ 
ment  due  on  May  20,  1941,  amounts  to  $173,333  against  which  there  may  be 
applied,  in  lieu  of  cash,  such  part  as  is  required  of  the  $205,000  principal 
amount  of  bonds  purchased  by  the  Corporation  and  held  by  the  trustee 
pending  cancellation  to  fulfill  such  sinking  fund  requirement. 


Subsidiary  Companies: 

Netr  C:  The  Indenture  relating  to  51/2%  Income  Bonds  due  1972  of  C.  C.  Anderson 
Stores  Company  provides  for  redemption  of  the  bonds  at  any  time,  in  whole 
or  in  part,  at  the  option  of  said  Company  at  the  principal  amount  thereof. 
Interest  on  the  bonds  is  cumulative,  but  is  required  to  be  paid  currently  only 
if,  and  to  the  c.xtent  that,  there  arc  available  net  earnings  of  its  last  previously 
completed  semi-annual  fiscal  period.  The  said  Company  agrees  that  so  long 
as  any  of  these  bonds  shall  remain  outstanding  it  will  not  issue  any  additional 
51/2%  Income  Bonds  without  consent  of  the  registered  holders  of  a  majority 
in  principal  amount  of  the  bonds  at  the  time  outstanding. 

Reference  is  made  to  Note  G  to  consolidated  balance  sheet. 

.\oir  D:  The  Indenture  relating  to  Seven  Year  Income  5%  Debentures  (Sinking  Fund) 
due  1946  of  Geo.  B.  Peck,  Inc.  provides,  subject  to  consent  of  said  Company’s 
bank  creditors,  for  redemption  of  the  bonds,  in  whole  or  in  part,  at  the 
option  of  the  Company  at  the  prindpal  amount  thereof.  Interest  is  payable 
annually  out  of  the  net  profits  and  surplus  earnings  when,  as  and  if  authorized 
and  declared  by  the  Board  of  Directors  of  the  Company  and,  if  not  paid 
annually,  is  cumulative.  In  any  event,  all  interest  shall  be  payable  uncon¬ 
ditionally  upon  maturity  or  redemption  of  the  Debentures.  The  Indenture 
also  provides  for  a  sinking  fund  on  March  Ist  of  each  year  requiring  the 
purchase  and  deposit  with  the  trustee  of  Debentures  in  a  principal  amount 
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equivalent  to  at  least  20%  of  the  net  profits  of  the  Company  each  year, 
or  in  lieu  thereof  the  deposit  before  March  10th  of  an  equivalent  amount 
in  cash  to  the  redemption  price  of  the  Debentures.  On  March  1,  1941, 
no  sinking  fund  payment  is  required. 

>(ote  E:  The  Indenture  relating  to  First  Mortgage  and  First  Lien  4^-0%  Fifteen-Year 
Sinking  Fund  Bonds  of  Jordan  Marsh  Company  provides  for  a  payment  of 
$227,000  semi-annually  on  February  15th  and  August  15th  each  year  for 
interest  and  sinking  fund.  These  bonds  are  guaranteed  as  to  principal  and 
interest  by  Andrews  Real  Estate  Trust,  a  subsidiary  of  the  Corporation, 
which  owns  a  substantial  part  of  the  premises  occupied  by  Jordan  Marsh 
Company. 

T^otc  P:  The  real  estate  mortgage  of  C.  C.  Anderson  Stores  Company  provides  for  the 
payment  of  a  sum  equal  to  certain  percentages  of  net  sales  made  on  the  mort¬ 
gaged  premises  for  each  twelve  month  period  commencing  September  1st,  but 
in  no  event  less  than  $24,000  for  each  such  period,  such  minimum  to  be 
payable  in  monthly  installments.  The  amount  paid  for  each  twelve  month 
period  in  excess  of  interest  at  the  rate  of  6%  per  annum  on  said  mortgage  is 
applied  against  the  prindpal. 
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ERNST  &  ERNST 

NEW  YORK 

19  RECTOR  STREET 


April  30,  1941. 

Board  of  Directors, 

Allied  Stores  Corporation, 

Paterson,  New  Jersey. 

We  have  examined  the  consolidated  balance  sheet  of  Allied  Stores  CorpoR' 
ATION  and  subsidiaries  as  of  January  31,  1941,  and  the  consolidated  statements 
of  profit  and  loss  and  surplus  for  the  fiscal  year  then  ended,  have  reviewed 
the  systems  of  internal  control  and  the  accounting  procedures  of  the  com¬ 
panies  and,  without  making  a  detailed  audit  of  the  transactions,  have  exam¬ 
ined  or  tested  accounting  records  of  the  companies  and  other  supporting 
evidence,  by  methods  and  to  the  extent  we  deemed  appropriate. 

In  our  opinion,  the  accompanying  consolidated  balance  sheet  and  related 
consolidated  statements  of  profit  and  loss  and  surplus  present  fairly  the 
position  of  Allied  Stores  Corporation  and  its  subsidiaries  at  January  31, 
1941,  and  the  consolidated  results  of  their  operations  for  the  year,  in  con¬ 
formity  with  generally  accepted  accounting  principles  which,  except  for  the 
change  (which  we  approve)  with  respect  to  the  provision  for  depreciation, 
as  set  forth  in  the  Note  to  the  statement  of  profit  and  loss,  were  applied  on 
a  basis  consistent  with  that  of  the  preceding  year. 

ERNST  &  ERNST. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 
Comparative  Consolidated  Balance  Sheets — January  31.  I937T94I 


ASSETS  _ January  31 


Current  Assets:  1937  1938  1939  1940  1941 


Cash  „  . 

Accounts  and  notes  receivable 
(net)  - - 

Merchandise  inventories  . . 

$  2,648,967 

16,950,279 

15,033,392 

$  2,597,419 

17,374,482 

15.433,392 

$  4.034,161 

16,33  5,227 
14,758,424 

$  2,164.136 

17,874,340 

17,390.733 

$  2,616,077 

18.687,335 

18,399,979 

Total  current  assets  _ _ 

34,632,638 

35.405,293 

35,127,812 

37,429,209 

39,703,391 

Land,  Buildings,  Equipment,  Etc.: 

16,634,307 

16,880,400 

16,982,901 

19.579.536 

18,624,178 

Buildings  and  equipment  (net) 

7,204,061 

7,243,246 

8,235.999 

9,153,537 

8,883,484 

Store  fixtures  and  equipment 
(net) - 

3,790,637 

3,714,019 

3,416,251 

4.057,585 

4,350,863 

Improvements  to  leased  prop' 
erty  (net) 

247,477 

539,000 

621,070 

1,264,100 

1,401,235 

Total  land,  buildings, 
equipment,  etc.  _ 

27,876,482 

28,376,665 

29,256,221 

34,054,758 

33,259,760 

Other  Assets 

722,891 

748,797 

749,449 

771,918 

907,098 

Deferred  and  Prepaid  Expenses _ 

765,112 

821,726 

862,568 

975,258 

1,009,741 

Unamortized  Portion  of  Bond  Dis¬ 
count  and  Expense 

262,442 

232,239 

203,635 

1 

180,605 

157,358 

Good  Will  and  Other  Intangible 
Assets 

1 

1 

1 

1 

Total  assets _ 

$64,259,566 

$65,584,721 

$66,199,686 

$73,411,749 

$75,037,349 

LIABILITIES 

Current  Liabilities: 

Notes  payable  to  banks  —  for 

current  loans _  $  —  $  —  $  —  $  800,000  $  900,000 

Other  current  Labilities  - -  7,848,826  7,126,163  7,281,890  9,311,510  10,107,864 

Total  current  liabilities  7,848,826  7,126,163  7,281,890  10,111,510  11,007,864 

Funded  Debt  and  Long  Term  Ob¬ 
ligations  (exclusive  of  amounts 
included  under  current  liabil¬ 
ities)  _ _ 19,139,716  19,281.852  18,509,818  20,732,712  19,439,913 

Reserves  -  1,800,068  1,784,285  2.030,544  2,052,229  2,179,112 

Unearned  Income - 427,018  468,370  396,034  388.895  467,950 

Capital  Stock  and  Surplus: 

5%  Preferred  Stock — par  value 

$100  per  share— outstanding  23,510,100  23,240,100  23,200,100  22,890,100  22,750,100 

Common  stock  and  surplus _  11,533,838  13,683.951  14,781,300  17,236,303  19,192,410 

Total  capital  stock  and 

surplus _  35,043,938  36.924,051  37,981,400  40,126,403  41,942,510 

Total  liabilities  _  $64,259,566  $65,584,721  $66,199,686  $73,411,749  $75,037,349 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 

Comparative  Consolidated  Statements  of  Profit  and  Loss,  Earned  Surplus, 
and  Capital  Surplus  for  the  Fiscal  Tears  Ended  January  31,  1938-1941 

Profit  and  Loss  for  the  Fiscal  Tear  Ended  January  31 


1938  1939  1940  1941  Total 

NET  SALES 

(including  leased  departments)  $107,556,22?  $103,243,425  $112,122,354  $121,270,682  $444,192,686 


Gross  margin - 

36,965,915 

34,985,055 

38,370,942 

41,417,929 

151,739,841 

Operating  Expenses; 

Provision  for  depreciation - 

1,182,692 

1,189,427 

1,264,588 

1,290,135 

4,926,842 

Maintenance  and  repairs  . . — 

624,289 

557,055 

743,135 

728,798 

2,653,277 

All  other  operating  expenses — 

30,726,088 

29,651,588 

31,491,864 

33,453,540 

125,323,080 

Total  operating  expenses- 

32,533,069 

31,398,070 

33,499,587 

35,472,473 

132,903,199 

Operating  profit - - - 

4,432,846 

3,586,985 

4,871,355 

5,945,456 

18,836,642 

Other  income  (net)  - — - 

226,276 

60,431 

248,388 

366,343 

901,483 

taxes  on  income  - - - 

4,659,122 

3,647,466 

5,119,743 

6,311,799 

19,738,130 

Interest  charges  - - - 

985,916 

888,745 

964,158 

958,670 

3,797,489 

3,673,206 

2,758,721 

4,155,585 

5,353,129 

15,940,641 

taxes  on  income 

769,000 

525,000 

720,000 

1,355,000 

3,369,000 

Consolidated  net  profit  - - - 

$  2,904,206 

$  2,233,721  $ 

3,435,585 

$  3,998,129 

$  12,571,641 

EARNED  SURPLUS 

Balance  at  beginning  of  period  . 

$  1.364,832 

$  3,108,875  $ 

4,182,091 

$  6,467,796 

$  1,364,832 

Add- 

Consolidated  net  profit  — — — 

2,904,206 

2,233,721 

3,435,585 

3,998,129 

12,571,641 

Total  - - - 

4,269,038 

5,342,596 

7,617,676 

10,465,925 

13,936,473 

Deduct — 

Dividends  paid  on  5%  Pre¬ 

ferred  Stock  - - - - 

1,160,163 

1,160,505 

1,149,880 

1,142,297 

4,612,845 

Reducing  carrying  amount  of  real 

estate  on  intercompany  sale  — 

— 

— 

~ 

981,958 

981,958 

Total  deductions  — - - 

1,160,163 

1,160,505 

1,149,880 

2,124,255 

5,594,803 

Balance  at  end  of  period _ 

$  3,108,875 

$  4,182,091  $ 

6,467,796 

$  8,341,670 

$  8,341,670 

CAPITAL  SURPLUS 

Balance  at  beginning  of  period 

$  8,390,854 

$  8,766,923  $ 

8,791,056 

$  8,951,354 

$  8,390,854 

Add- 

Discount  on  repurchase  of  5% 

Preferred  Stock  - - 

62,030 

24,133 

106,329 

82,233 

274,725 

Excess  of  eauity  in  net  assets 

of  subsidiaries  at  dates  of  ac¬ 

quisition  - - - — - 

314,039 

— 

53,969 

— 

368,008 

Balance  at  end  of  period  - 

$  8,766,923 

$  8,791,056  $ 

8,951,354 

$  9,033,587 

$  9,033,587 

forty-three 
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STORES  OWNED  BY  ALLIED  STORES  CORPORATION 


THE  A.  POLSKY  COMPANY 
O'NEILL  6?  COMPANY,  INCORPORATED 
JORDAN  MARSH  COMPANY  ' 

C.  F.  HOVEY  COMPANY  .  -  .  . 

THE  ROLLMAN  £?  SONS  COMPANY  - 
THE  MOREHOUSE'MARTENS  COMPANY 
THE  TITCHE-GOETTINGER  COMPANY 
HERPOLSHEIMER  COMPANY  - 
THE  MEYER’S  COMPANY  - 
THE  L.  H.  FIELD  COMPANY 
GEO.  B.  PEGK,  INC.  .  .  .  , 

THE  MULLER  COMPANY,  LIMITED  ' 

LOUIS  SAMLER,  INC.  (THE  BON  TON) 

RUDGE  &f  GUENZEL  GOMPANY 
C.  M.  GUGGENHEIMER  CORPORATION 
F.  N.  JOSLIN  COMPANY 
L.  S.  DONALDSON  COMPANY 
QUACKENBUSH  COMPANY 
WAITE’S,  INC. 

JOSKE  BROS.  CO.  ' 

THE  BON  MARCHE  ' 

HEER’S,  INCORPORATED 
THE  GOLDEN  RULE  - 
DEY  BROTHERS  6?  CO. 

MAAS  BROTHERS,  INC. 

THE  JAMES  BLACK  DRY  GOODS  COMPAN’ 
POMEROY’S,  INC.  ^ 

(OperatM  stores  in  Reading,  Harrisburg,  Wilkes-Barre 

A.  E.  TROUTMAN  COMPANY 

(Operates  stores  in  Greensburg,  Butler,  Dubois, 
Connellsville  and  Latrobe,  Pennsyb 

C.  C.  ANDERSON  STORES  COMPANY 

(Branches  in  fifteen  cities  in  Idaho,  two  cities  in  Oregon, 


Akron,  Ohio 
Baltimore,  Md. 
Boston,  Mass. 
Boston,  Mass. 
Cincinnati,  Ohio 
Clolumbus,  Ohio 
Dallas,  Texas 
Grand  Rapids,  Mich- 
Greensboro,  N.  C. 

Jackson,  Mich. 
Kansas  City,  Mo. 
Lake  Charles,  La. 
Lebanon,  Pa. 
Lincoln,  Nebr. 
Lynchburg,  Va. 
Malden,  Mass. 
Minneapolis,  Minn. 
Paterson,  N.  J. 
Pontiac,  Mich. 
San  Antonio,  Texas 
Seattle,  Wash. 
Springfield,  Mo- 
St.  Paul,  Minn. 
Syracuse,  N.  Y. 
Tampa,  Florida 
Waterloo,  Iowa 
Reading,  Pa. 
and  Pottsville,  Pa.) 

Greensburg,  Pa, 
Indiana, 

) 


e  city  in  South  Dakota) 


Boise,  Idaho 
:s  in  Colorado, 


forty-four 
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